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Part | 


TRADEMARK INSTITUTE 


University of California 


The following paper was delivered during the Trademark 
Symposium held at the University of California School of Law at 
Berkeley, April 19-21, 1956 and was published in the July 1956 
issue of the California Law Review. It is reprinted here with the 
permission of the University of California. 

Three other addresses read before the Trademark Institute 
were carried in the May and July 1956 issues of the Trademark 
Reporter.—Eb. 


TAX PROBLEMS IN THE TRADEMARK 
AND TRADE NAME FIELD 


By Adrian A. Kragen* and Samuel F. Pearce** 


There is no paucity of decisions or erudite writing in the 
general field of trademark and trade name law. However, when 
attention is directed to that comparatively new Frankenstein of 
the law, taxation, in its application to trademarks and trade names, 
the situation is entirely different.’ Although every volume of the 
Federal Reporter and Supplement contains a myriad of cases, 
and professors and lawyers vie in the annual production of tax 
articles, there is only infrequent, brief reference to trademarks 
and trade names; there is apparently but one article and a single 





* Professor of Law, University of California, Berkeley. 

** Member, State Bar of California; Associate in Law 1955-56, University of Cali- 
fornia, Berkeley. 

1. Although this discussion is limited to the impact of federal tax laws in the 
trademark and trade name field, the possibility of a property tax impact should not be 
wholly ignored. Only one case dealing directly with the problem could be found; it held 
that a trademark was not property in the sense intended by the particular statute 
because the mark had no intrinsic value. Commonwealth v. Kentucky Distilleries ¢ 
Warehouse Co., 132 Ky. 521, 116 S.W. 766 (1909). If this is so, the mark may still 
be taxable under the type statute found in Florida in which intangible personal prop- 
erty is defined as “all personal property which is not in itself intrinsically valuable but 
which derives its value from that which it represents.” FLA. STAT. § 199.01 (1955). 
Most states limit their tax on intangibles to written evidences of debt and the like. 
Cf. CAL, REV. & TAX. CODE §111; MICH. Comp. LAWS §205.131(b) (1948); KAN. GEN. 
STAT. ANN. § 79-3108 (1949). Of course, there is the obvious difficulty of making a 
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monograph dealing specifically with this area.* Until 1955 even 
Mertens, the authoritative text on income tax, dealt with these 
problems only casually or inferentially.* Possibly this poverty of 
treatment can be attributed to the fact that the development of 
trademarks and trade names is so inextricably tied to all phases 
of business operation and industrial growth that the tax considera- 
tions, which normally play a major business role, are lost as an 


integral part of the general treatment of good will, capital acqui- 


sition, business expense and the like. 

One can surmise that the average industrialist who certainly 
recognizes the value of the trademark he has built into nationwide 
acceptance has no conception of the treatment of that mark or 
name for tax purposes. Asked to estimate its tax basis, he would 
probably name a large sum; yet his books may, and his tax return 
certainly would, show a tax basis approaching zero. Even most of 
those close to the field have given little thought to the attitude 
of the Revenue Service in its handling of those emblems of Ameri- 
can business in the administration of the tax laws. By way of 
example, take the purchase by the Gillette Company of Paper 
Mate. Assuming this was a purchase of the assets, a substantial 
portion of the price was undoubtedly meant to represent the value 
of the trademark; if the accountants for Gillette are proponents 
of the theory that trademarks are exhaustible,* then that portion 


value determination in the case of the trademark unless it has been the subject of a 
sale, but if the tax statute of a state is of the same general type as that of Florida, 
the valuation obstacle should not be insurmountable so far as taxing authorities are 
concerned. Cf. Sanderfur v. Beard, 249 S.W. 274, 275 (Tex. Civ. App. 1923) (court 
found “good will” as taxable as any other property if the value could be ascertained). 
At a time when states search for additional revenue, the income potential of taxing 
such a valuable intangible could be realized at any time. 

2. Soper, Certain Accounting and Tax Aspects of Trade Marks, 44 TMR 1 (1955). 
As the title indicates the author approaches the problem from the accountant’s view- 
point, though he lays some legal foundation for his comments. GITLIN AND WOODWARD, 
TAX ASPECTS OF PATENTS, COPYRIGHTS AND TRADE-MARKS (1954). The authors concen- 
trate principally on the patent and copyright problems; however, their background 
material on the nature of the rights involved in any discussion of trademarks and trade 
names provides a good starting point for those who may be unfamiliar with this par- 
ticular field of the law. 

3. Prior to the 1954 revision of volume four the major discussion of the tax prob- 
lems in trademarks and trade names was included in the sections on deduction for de- 
preciation of good will, 4 MERTENS, LAW OF FEDERAL INCOME TAXATION §§ 23.117-19 
(1942), and deduction of business expense, id. § 25.24. In the 1954 revision more direct 
treatment is accorded trademarks and trade names in the explanation of INT. REV. 
CODE OF 1954 § 174. 4 MERTENS, LAW OF FEDERAL INCOME TAXATION §§ 25.30-34 (1954). 

4. Soper, Certain Accounting and Tax Aspects of Trade Marks, 44 TMR 1, 8 
(1955). The author says that the accountant generally amortizes these trademark assets, 
but he does not depreciate them. 
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of the purchase price has probably been treated for balance sheet 


purposes as an asset of diminishing value and, by this date, has 
been substantially written down. Yet, as will be discussed later, 
it is clear that the Internal Revenue Service will take a contrary 


view and may, in addition, contend for allocations of the purchase 
price not considered by the parties to the transaction. The incon- 
sistency between business accounting and tax accounting may 
occasion some surprise that more businessmen have not told their 
lawyers that “they can’t do this to me,” a reaction usually causing 
a great outpouring of decisions for us to examine and interpret. 

Hampered to some extent by the meagerness of adequate 
guides, this paper will attempt to examine some of the questions 
which face the trademark owner and, in passing, to post some 
red lights for the assistance of those passing along the tax 
road through the trademark and trade name area. While discus- 
sion will be comparatively simple, it is hoped that its major 
virtue will be to present in a single place an analysis of the major 
problems which must be taken into account. Unless otherwise 
indicated, trademark or mark as used herein will include trade- 
marks of all classifications and trade names. 

Tax problems in this area may be divided generally into those 
which relate to the acquisition of the mark and those which relate 
to its use thereafter. These categories of course overlap to some 
degree. In addition, the examination of each must involve con- 
siderations of the created mark apart from the purchased mark 
and the trademark registrable under section 1 of the Lanham 
Act® apart from the mark whose registrability requires the acqui- 
sition of secondary meaning. 

In discussing the tax problems arising in the first-mentioned 
broad category—that is, the acquisition of the mark—the trade- 
mark created by commercial use and development of the creator 
must be regarded, at least for the moment, separately from that 
acquired by purchase. The expenses which are incurred in the 
process of the creation of a mark would appear to be of compara- 
tively minor significance, although in some instances these amounts 


5. 60 sTaT. 427 (1946), 15 U.S.C. § 1051 (1952). 
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may be substantial. Speaking from a large accumulation of igno- 
rance on this matter of creation costs, we would suspect that the 
major expenditures would be for preliminary research and prepa- 
ration and for the fee or salary of the artist or other individual 
responsible for the creative effort. Also taken into account should 
be those amounts which are expended coincidentally with first 
use, such as fees for registration, incidental expenses and, of 
course, the fee of counsel. How shall these expenses be handled 
when the federal income tax return for the year is being prepared? 
Looking at the rulings of the Commissioner in the somewhat 
analogous area of copyright, it is apparent that the Commissioner 
would insist on capitalizing those items. We shall reserve for 
the moment the possibility of a different conclusion if section 174 
of the 1954 Internal Revenue Code is applicable to some or all of 
these items.’ 


Although it may be that in many cases the creative expendi- 
tures are so small relatively that a legal contest would be wasteful 
of both time and money, it is submitted that a plausible argument 
can be made that these costs, in part at least, should be currently 
expensed, or perhaps amortized. The costs, other than for artists’ 
fees or similar expenses, are not incident to the acquisition of a 
piece of property which can be called a capital asset. The creator 
already has the property, and the activities incident to registra- 
tion are simply the acquisition of evidence of the existence of the 
right and should properly fit within the concept of ordinary and 
necessary expenses.* Of course, there have been a number of deci- 
sions holding that costs of quiet title or other actions in defense 


6. U.S. Treas. Reg. 118, §39.24(a)-2 (1953); I.T. 1287, I-1 cum. BULL. 28 
(1922) ; 4 MERTENS, LAW OF FEDERAL INCOME TAXATION § 25.31 (1954). 

7. This new section allows the taxpayer to elect whether he will expense or capital- 
ize research and experimental expenditures. If they are capitalized, amortization period 
of not less than 60 months may be used, starting with the month in which the taxpayer 
first realizes benefits from the expenditures. 

8. It is certainly true that “registration . .. neither creates a right nor destroys 
validly acquired common-law rights of third parties. ... They [the registration statutes] 
confer certain substantive and procedural benefits to trademark owners who seek regis- 
tration for trademarks already validly acquired by them at common-law through priority 
of adoption and use.” GITLIN AND WOODWARD, TAX ASPECTS OF PATENTS, COPYRIGHTS AND 
TRADE-MARKS 9 (1954). See Rolley, Inc. v. Younghusband, 204 F. 2d 209, 43 TMR 855 
(9th Cir. 1953); Griesedieck Brewing Co. v. Peoples Brewing Co., 149 F.2d 1019, 35 
TMR 211 (8th Cir. 1945). Registration would not seem to add value to the mark, but 
it merely improves the owner’s substantive and procedural position in respect to the 
property; at least, this is so if by “value” we mean income-producing device regardless 
of the legal position of the owner. But cf. Julian M. Livingston, 46 B.T.A. 538 (1942) 
(cost of Torrens title registration reflected in basis of property). 
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of, or to perfect title to, property are not expensible,® and these 
cases have their counter-part in the trademark area.’”® But these 
decisions relate specifically to the administrative determination in 
the regulations that the expense of perfecting title is a capital 
expense.” Without arguing the validity of this general rule there 
would appear to be merit in the contention that the expenses of 
trademark registration are analogous to the expenses of keeping 
good records in order to make easier the work of the lawyer or 
accountant, a recognized ordinary and necessary business ex- 
pense.** In the alternative, the argument might also be urged 
that these registration costs are analogous to the cost of painting 
a building, something which keeps the building in an “ordinarily 
efficient operating condition,” for by registration we make more 
efficient use of the trademark by reducing or eliminating a poten- 
tial cause of annoyance, the infringement; registration does not 
necessarily add to the life of the mark. Further, it can be argued 
that even if we are required to regard these expenses as a capital 
cost, they should be amortizable over the twenty-year registration 
period, since the right to renew cannot be considered as the 
equivalent of renewal.** 

Since this article was prepared, section 177 has been added to 
the Internal Revenue Code.*** This section provides a new treat- 
ment for tax purposes of expenditures of acquisition, protection, 
expansion, registration or defense of a trademark or trade name. 

9. Garrett v. Crenshaw, 196 F.2d 185 (4th Cir. 1952); Louisiana Land & Explora- 
tion Co., 7 T.C. 507 (1946), aff'd, 161 F.2d 842 (5th Cir. 1947). The defense of a 
property right in a patent is an expensible item, if the taxpayer is in the business of 
exploitation and licensing. Urquart v. Commissioner, 215 F.2d 17 (3d Cir. 1954). INT. 
REV. CODE OF 1954 §177 allows defense expenses to be treated as deferred expenses 
amortizable over a period of not less than 60 months as of January 1, 1956. 

10. Food Fair of Virginia, Inc., 14 T.C. 1089 (1950) (attorney’s fees in suit to 
defend title or right in trade name not expensible). Cf. Clark Thread Co. v. Commis- 
sioner, 100 F.2d 257 (3d Cir. 1938) (payment to cause competitor to cease use of name 
CLARK not a business expense but an expense of acquiring capital asset of indeterminate 
duration). See note 9 supra. 

11. U.S. Treas. Reg. 118, § 39.24(a)-2(a) (1953); U.S. Treas. Reg. 111, § 29.23- 
15(a) (1952). 

12. Rev. Rul. 3732, 1945 cuM. BULL. 88. Microfilming old newspaper files to make 
records more efficient was allowed as ordinary and necessary business expense. Trade- 
mark registration is actually a means of preserving evidence of ownership and greatly 
simplifies the counsel’s task in any dispute over rights. 

13. Some of the language of Duesenberg, Inc. of Delaware, 31 B.T.A. 922 (1934) 
would appear to lend support to this position. On the renewal point note the implica- 
tion in the regulations that the right to renew is not the same as renewal. U.S. Treas. 
Reg. 118, § 39.23(a)-10 (1953). See also U.S. Treas. Proposed Reg. 1.167(a)-1-4. 
Section 177 now gives more favorable treatment insofar as amortization is concerned 


than here suggested but such treatment only applies to expenses subsequent to December 


31, 1955. 
"13a. Publ. L. No, 629, 84th Cong., 2d Sess. §4(a) (June 29, 1956). 





3a 


Eom 


Maas) eit 2 Ee 


“ 
% 


a. 


chia BR 7: 


150 THE TRADEMARK REPORTER Vol. 47 T. M.R. 


At the election of the taxpayer, amounts incurred or paid after 
December 31, 1955, for these purposes may be amortized over a 
period of not less than sixty months. The section does not apply 
to the purchase price of an acquired trademark or trade name 
nor to expenses which are not chargeable to capital account. That 
portion of the following discussion relating to so-called acquisition 
expenses is, therefore, now pertinent only for years prior to 1956. 
There is, of course, also the probability that the section will be 
regarded as precluding the argument that this type of expenditure 
can be currently expensed; although there still is a possibility as 
discussed hereinafter that section 174 might be considered appli- 
cable. 

The use of the word “expansion” in section 177(b)(1) raises 
some additional queries which cannot be answered here. For 
example, does the word “expansion” mean the use of the trade- 
mark in new areas or does it mean the expansion of its use to new 
products. Further, under the new section are advertising expenses 
incident to expansion to a new area or to new production use sub- 
ject to amortization under section 177 or does the restriction in 
that section to capital account expenditures cover this problem? 
As we note later in this discussion, the question whether advertis- 
ing expenses should be currently expensed or capitalized is not 
entirely free from doubt. In any event, the apparently broad 
language of the new section will certainly provide some new ave- 
nues of future inquiry. 

The suggestion of amortization raises for consideration the 
possibility that under section 174 of the 1954 Code™ the costs of 
creating the trademark may be regarded as “research and ex- 
perimental expenditures.” If they were so regarded, the taxpayer 
would have the option of adopting a policy of either currently 
expensing or amortizing the amounts expended for such research 
over a period of sixty months or more, commencing with the first 
month in which the taxpayer realizes benefits from the research. 
In the latest revision of Mertens, the editors somewhat obliquely 
suggest the possibility that section 174 will apply to trademarks,” 
but unless the Commissioner or the courts are more liberal than 


14. See note 6 supra. 
15. 4 MERTENS, LAW OF FEDERAL INCOME TAXATION § 25.30 (1954). This is not to 


say that the editors of that treatise offer much hope for the success of such application. 
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can normally be expected in their construction of this term, the 
expenses of creating a trademark will be held to fall outside the 
concept of research expenditures.*® 

Our second tax category relates to purchased trademarks and 
to those registrable on the principal register under section 1 of 
the Lanham Act and those the full bloom of which comes only 
with the acquisition of secondary meaning."’ In addition to the 
initial creation and registration costs which were discussed above, 
consideration must be given to the constant “vitamin injections” 
necessary in the case of every trademark, 1.e., those expenditures 
which can be characterized as build-up costs. Generally, a mark of 
the type which, by reason of section 2 of the Lanham Act, is not 
registrable on first use has comparatively minor value until it 
has acquired protectibility under the secondary meaning doctrine. 
Jones chooses the name SAN FRANCISCO’s BETTER BATTER for his pre- 
pared cookie mix. He expends a large sum making that delectable- 
sounding name known throughout the western United States 
through newspaper, magazine, radio and television advertising. 
The expenditures are necessarily for the dual purpose of pro- 
moting the present sale of the product and building protectibility. 
Should these expenditures be regarded as capital or current 
expense? Would the Commissioner be justified in taking the 
position that they can be likened to those of the property owner 
who builds a building on a vacant lot? The regulations provide 
that expenditures which improve the property and lengthen its 
life or expand its usefulness must be capitalized in the case of 
tangible property.** If Jones neglects to make expenditures of 


16. See Alexander, Research and Experimental Expenditures, 10 TAX L. REV. 549, 
552 (1955). The author indicates, referring to the restrictive wording of § 174 and 
statements made by Commissioner Dunlap of the Internal Revenue Service that the see- 
tion would not be extended beyond research and development costs in the experimental 
or laboratory sense. Trademark and trade name research certainly comes within the 
terms of § 174(b) which refers to “research and experimental expenditures which are— 
(C) chargeable to capital account but not chargeable to property of a character which 
is subject to tne allowance under section 167 (relating to allowance for depreciation). 
...” As will be pointed out later, trademarks probably are not depreciable. In addi- 
tion we would suppose that a good share of the effort of developing the mark is the 
result of experimental or laboratory work directed at testing. Miss Sigrid H. Pederson, 
counsel for the J. Walter Thompson Company, pointed out the importance of the choice 
in her address before the Trademarks, Trade Names and Unfair Competition symposium 
conducted by The School of Law, University of California, April 19, 1956. 

17. “Marks although not susceptible of exclusive appropriation because of descrip- 
tiveness or other defect, frequently acquire through use a special significance or con- 
nection with particular commodities—such marks are said to have acquired a ‘secondary 
meaning’ as the designation of the origin or ownership of such goods.” AMDUR, TRADE- 
MARK LAW AND PRACTICE 251 (Lanham Act ed. 1948). 

18. U.S. Treas. Reg. 118, § 39.23(a)-4 (1953). 
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this nature, experience has shown that Jones’ name, however 
exotic, will soon disappear from the business world. Although 
the process of extinction may be slower than in the case of Jones’ 
trade name, it would appear axiomatic that the same result would 
occur in the case of coca COLA, CADILLAC or ETHYL. The first query 
we should raise is whether we can logically distinguish between 
the building of a trademark into nationwide identification and the 
adding of air conditioning to an office building in Washington, 
D.C. Perhaps it could be argued that we can differentiate between 
the expenditures incurred in the process of acquiring secondary 
meaning for the name and those which relate to the mark which 
is initially protected under the 1946 act, but this dichotomy poses 
new dilemmas. If we make this differentiation when shall we 
determine that capitalizing shall stop and expensing shall start? 
What moment of time is identified as the time of birth of pro- 
tectibility? What particular printed advertisement, radio or TV 
commercial shall be given the glory of the achievement of public 
identification? What about the special problems which would 
arise because of the varying statutory or judicial rules in the 
48 states and foreign countries?*® These unanswered, and to 
some extent unanswerable, queries would certainly give some 
eredence to the idea that the taxing authorities and the trademark 
owners should be willing and anxious to support a uniform rule 
for the tax treatment of the advertising expenses of building a 
trademark. 

The courts have not entirely neglected this phase of our 
problem. The Commissioner and the taxpayer have, in a handful 
of reported cases, attempted either to obtain allocation of adver- 
tising expenses between current expense and capital cost or to 
attribute the entire amount to one or the other.” Naturally the 


19. See generally Derenberg, The Problem of Trademark Dilution and The Anti- 
dilution Statutes, in this Symposium. 

20. Sheldon & Co. v. Commissioner, 214 F.2d 655 (6th Cir. 1954) (advertising 
expense capitalized if evidence shows with reasonable certainty the benefits resulting in 
later years); Meredith Publishing Co. v. Commissioner, 64 F.2d 890 (8th Cir. 1933) 
(money spent to increase magazine circulation augments capital) ; Three-in-One Oil Co. 
v. United States, 68 Ct. Cl. 518, 35 F.2d 987 (1929) (in absence of special proof can- 
not separate advertising expense to promote sales from expense of building trademark) ; 
United Profit-Sharing Corp. v. United States, 66 Ct. Cl. 171 (1928) (taxpayer allowed 
to capitalize advertising to procure contracts after originally expensing; Government 
conceded capital nature); Commercial Nat’l Ins. Co. v. Commissioner, 12 B.T.A, 655 
(1928) (cost of promoting, developing and maintaining list of policy holders disallowed 
in computing gain or loss on sale for lack of evidence with which to make allocation 
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positions of the parties have not been consistent, each urging the 
result which would, for the moment, give the most advantageous 
tax result. The courts, viewing the opposing contentions, have 
generally held that the task of allocating between current business 
expense and capital cost of building future values is too difficult 


‘and that, absent clear and convincing evidence of the latter, all 


proper advertising expenditures should be considered an item of 
current expense. Illustrative of this approach is the decision of 
the Sixth Circuit in Sheldon & Co. v. Commissioner.” The com- 
pany was engaged in the laboratory equipment business, and as 
a sales device periodically issued catalogs. In 1946 it issued a 
catalog; the next catalog was being prepared in 1952 when the 
case was first heard. The question for the court was the deduct- 
ibility in 1946 of the cost of the catalog, conceded the catalog would 
be effective for more than a year. The circuit court stated that 
“the fact that an expenditure produces something that has a use- 
ful life extending beyond the taxable year is not the controlling 
test.” *? The court, following other decisions, held that advertis- 
ing expense, even though incurred heavily in one year with result- 
ing benefits in future years, was nevertheless a deductible expense 
for the year in which expended. However, in a few cases involving 
extraordinary expenditures or a particular accounting segrega- 
tion, the courts have allocated a portion of the advertising expense 
to the acquisition of a non-depreciable intangible.” 

An equitable and administratively feasible rule for advertis- 
ing expenses would be that they are current expenses, unless there 
is substantial evidence that the expenditures are not related to 
current business expense, but rather directed primarily at the 
creation of some future value. Although the burden should be on 
the businessman, if the expenses are extraordinary, to show the 


between capital expenditure and deductible business expense); National Industrial 
Alcohol Co. v. Commissioner, 7 B.T.A. 1241 (1927), aff’d, 38 F.2d 718 (D.C. Cir. 1936) 
(no segregation between current and future value of advertising where all originally 
deducted, the court refusing to segregate for loss purposes); Colonial Ice Cream Co., 
7 B.T.A. 154 (1927); Richmond Hosiery Mills Co. v. Commissioner, 6 B.T.A. 1247 
(1927), aff'd, 29 F.2d 262 (5th Cir. 1928), cert. denied, 279 U.S. 844 (1929) (taxpayer 
sought to capitalize cost of advertising campaign to build new name; Commissioner con- 
tended expense; court concluded that while such expenses may reach into future, com- 
pany had originally expensed making segregation too difficult). 

21. 214 F.2d 655 (6th Cir. 1954). 

22. Id. at 659. Cf. Consolidated Apparel, 17 T.C. 1570 (1952) (5-year advertising 
program deductible in first year when paid). i 

23. X-Pando Corp., 7 T.C. 48 (1946); Cem Securities Corp. v. United States, 102 
Ct. Cl. 86, 55 F.Supp. 109 (1944). 
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current need, the burden should be on the taxing authorities to 
show that the expenditures are extraordinary. Such items as 
comparative expenditures of similar businesses, the profit picture 
and other evidence analogous to what is examined in the “reason- 
able salary” cases would be pertinent; but it would seem logical 
that in these matters, resting largely on business judgment, the 
presumption should favor the position that the businessman is 
making these expenditures properly to meet current business 
needs.** 

In this area there would appear to be no basis for distinction 
between the registered and non-registered trademark, for in each 
case the basic question which must be answered is: Have we 
added a new floor to the building or are we simply keeping every- 
thing in good working order? Increase in value attributable to 
the fact that the premises are always in fine shape, and thus 
attractive to more and better tenants, should not be the basis 
for an allocation of costs to capital account.” Nor should the fact 
that the normal expenses of advertising which keep the trade- 
marked product currently acceptable and also help to make that 
marked product acceptable in the future be the occasion for the 
allocation of a portion of those expenses to the capital account. 
The activity of the cigarette manufacturer in emblazoning on bill- 
boards, in newspapers and magazines, and in shouting over the 
radio and television the name of his filtered cigarette is directed 
mainly at the building of that name as a name forever emblematic 
of quality. He wants to sell his cigarettes this year, next year and 
the years thereafter, but there is no method of accurately deter- 
mining for the current tax year the amount of his advertising 
expenditure which might possibly relate to the subsequent period ; 
the manufacturer could certainly testify that to conduct his busi- 
ness efficiently this year the expenditures must be made. If we 








24. 4 MERTENS, FEDERAL LAW OF INCOME TAXATION §§ 25.68, 25.69 (1954). The 
editors express the view that in the reasonable compensation cases the determination 
is a case by case determination based upon all the circumstances of the particular case; 
the determination of the taxpayer stands unless it is arbitrary; and the burden of 
proof, if reasonableness is questioned, is on the taxpayer. But ef. Roth Office Equip- 
ment Co. v. Gallagher, 172 F.2d 452 (6th Cir. 1949) (court rejected contention of un- 
reasonableness when Government failed to produce experienced witnesses from the 
industry). 

25. On the contrary, “ordinary and necessary” expenses, periodically incurred or 
paid, which tend to keep the property in efficient operating condition are generally 
deductible, and they obviously add value to the property in the sense that is indicated 
in the text. See 4 MERTENS, FEDERAL LAW OF INCOME TAXATION §§ 25.09, 25.41 (1954). 
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do not adopt the basic presumption here suggested, it is submitted 
that the administrative difficulties of segregation will continue 
to be nearly insuperable. Some tendency in the direction of the 
suggested policy is exhibited in the liberal attitude of the courts 
in allowing as current expenses expenditures made for the pur- 
pose of building good will which in most instances would consist 
of building the trademark. 

There is a substantial group of cases in which expenditures 
have been allowed as current business expense when, at first blush, 
they would appear to be remote from what we have come to regard 
as “ordinary and necessary expenses” of the business enterprise. 
A ease in point is the recent decision of the Tax Court in the 
matter of the Sanitary Farmer Dairy, Inc.*° The family owning 
all the corporate stock of the company were ardent hunters. Over 
the years they had developed a fine display of trophies which was 
open to the public, and they had a custom of giving wild-game 
dinners for their customers. An imaginative and enterprising 
employee, the advertising manager, suggested to the owners that 
they undertake an African safari. After discussion with an 
advertising agency, it was decided that the president and his wife 
should make the trip. The trip cost in excess of $16,800, about 
one-fourth of the total advertising expense of the company and 
one-third of the net income. On their return the hunting dairymen 
added some choice trophies to their collection and invited a large 
number of people (customers and potential customers) to see a 
motion picture of the expedition. The court commented on the 
extensive publicity given the company, as well as the participants, 
in connection with the expedition. Despite the efforts of the Com- 
missioner the court, without a qualm, held this to be an “ordinary 
remarking that the 
dairy could not have obtained equal advertising for the same 
money by normal methods. The amount spent for the safari in the 


’ 


and necessary expense of the dairy business,’ 


26. 25 T.C. 463, No. 58 (Dec. 1955). See also Rodgers Dairy Co., 14 T.C. 66 
(1950) (cost of show horses and dogs allowed as advertising expense notwithstanding 
Government’s contention that such activity was hobby of principal stockholder). Cf. 
Haverhill Shoe Co., 15 T.C. 517 (1951). In the Haverhill case the court refused to allow 
expense deduction for the cost of the wedding of the daughter of the majority stock- 
holder even though a large number of customers were among the invited guests. How- 
ever, even in this case, the court did not reject unequivocally the possibility that wed- 
dings, like wild-game hunts, could conceivably be a proper advertising item. The pre- 
sumption suggested in the text above probably should not be applied to promotional 
expenses which were not incurred through the use of normally accepted media. 
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taxable year was allowed as a deduction for that year, though it is 
obvious that the benefits of the trip will extend over several years. 
No comment need be made on the extent to which imaginative 
advertising people might expand this particular version of pro- 
motional activity, but the case does illustrate that the concept 
“ordinary and necessary expense of the dairy business” is not 
static. 

This liberal approach substantially lessens the tax problems 
for the created trademark, but from past indications such liber- 
ality will not be applied to the purchased mark, and in this day 
of increasing mobility in industrial acquisitions this facet of the 
problem is of growing importance. Our friend Jones, the cookie 
batter king, creates in his mind a trademark, converts the idea 
to concrete form and spends a million dollars advertising that 
mark. As indicated above, that entire amount will undoubtedly 
be currently expensed without question or comment.*” However, 
if Jones found instead that he could acquire for a million dollars 
an already established trademark suitable for his- purposes, 
a mark which would obtain the same market for his product with- 
out any additional expenditure, he would not be allowed to expense 
any portion of the million. This item of expenditure would be 
unusable for tax purposes so long as he kept the mark, for he 
would be held to have acquired a capital asset** and a non-depreci- 
able one at that.*® Thus, the fact that in each instance a million 
dollars was spent to achieve an identical result will not serve to 
bring about an identical tax consequence. By some critics of our 
tax laws this may be considered as another instance in the tax 
law administration where form triumphs over substance. It 


27. Current expensing probably will be allowed where there is no attempt to segre- 
gate between current and future benefits and where the taxpayer expenses the item 
initially. See notes 19-23 supra, and related text. 

28. The trademark seems clearly to come within the definition in the Code. INT. 
REV. CODE OF 1954, § 1221. See Seattle Brewing § Malting Co. v. Commissioner, 6 T.C. 
856 (1946), 36 TMR 214, aff’d, 165 F.2d 216 (1947), rehearing denied, 166 F.2d 324 
(9th Cir. 1946); The Stuart Co., 9 CCH Tax Ct. Mem. 585 (1950), aff’d per curiam, 
195 F.2d 176 (9th Cir. 1952); Norwich Pharmacal Co., 30 B.T.A. 326 (1934); I.T. 
2402, VII-1 cuM. BULL. 94 (1928); Clark Thread Co. v. Commissioner, 100 F.2d 257 
(3rd Cir. 1938). 

29. The non-depreciable character of a mark arises from the assumption that it 
has an indeterminate perpetual life. See Seattle Brewing § Malting Co. v. Commissioner, 
6 T.C. 856, 36 TMR 214 (1946); Norwich Pharmacal Co., 30 B.T.A. 326 (1934); 
Leggett § Platt Spring Bed Mfg. Co., 18 B.T.A. 1012 (1930). Also Soper, Certain 
Accounting and Tax Aspects of Trade Marks, 44 TMR 1, 5 (1955); GITLIN AND woop- 
WARD, TAX ASPECTS OF PATENTS, COPYRIGHTS AND TRADE-MARKS 70 (1954); 4 MERTENS, 
LAW OF FEDERAL INCOME TAXATION 23 (1955). 
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is certainly an illustration of the advantage of the “do-it-yourself” 
fad. Of course, the purchased mark will have a million dollar basis 
for tax purposes upon sale, but that is small solace to the pur- 
chaser whose intent is to use it in perpetuity, or who endeavors 
to set off its cost against the income which he hopes its million 
dollar value will bring him. 

There is another problem in relation to the purchase of trade- 
marks which should be mentioned briefly before we examine the 
possibility of depreciating trademarks. This problem arises in in- 
stances where there is a purchase of a business whose assets 
include, among other items, trademarks. Of course, for the pur- 
pose of the ultimate tax consequences the purchaser will normally 
use whatever leverage he can to attribute the maximum value 
to the depreciable assets and the smallest portion possible to trade- 
marks, good will and other non-depreciable properties. Although 
the Internal Revenue Service practice generally is to accept the 
arms’ length valuations of the parties, it will not approve valua- 
tions which cannot be substantiated by the facts and which are 
premised primarily on tax considerations.*° However, even where 
the amounts which the negotiators could have designated would 
have been reasonable, there have been a number of instances where 
the parties simply ignored any dollar segregation and in the sale 
agreement priced good will at a lump sum without particular 
value reference to the separate intangibles acquired in the trans- 
action.’ This failure must have occurred either because of igno- 
rance on the part of the representative of the purchaser, or because 
it was anticipated that the trademark and the total good will were 
inseparable in toto.** However, we are all aware that in many cases 


30. Courier-Journal Job Printing Co. v. Glenn, 37 F.Supp. 55 (W.D. Ky. 1941), 
aff’d, 127 F.2d 820 (6th Cir. 1942); Addressograph-Multigraph Corp., 4 CCH Tax Ct. 
Mem. 147 (1945). In both cases there was no consideration of intangibles during the 
negotiations, and the court was not satisfied, in either instance, that the taxpayer had 
proved the existence or value of the intangibles. Note the formula suggested in an 
early memorandum for application where there is no other adequate evidence. A.R.M. 
34, 2 CUM. BULL. 31 (1920). For example of application of the formula, as well as an 
illustration of the general statement in the text, see Wm. S. Gray, 9 CCH Tax Ct. Mem. 
267 (1950); McKinney Mfg. Co. v. Commissioner, 10 T.C. 135 (1948). 

31. Kraft Foods Co., 21 T.C. 513 (1954) (value of patents in sale transaction 
reduced from taxpayer’s contention, the issue being the depreciation deduction allowable 
for the patents); D. 8. Leick, 7 CCH Tax Ct. Mem. 18 (1949); Mare Eidlitz ¢ Son, 
Inc., 18 B.T.A. 187 (1929); Farmers’ Grain Co., 1 B.T.A. 605 (1925). 

32. Lehn & Fink Products Corp., 7 T.C. 287 (1946). But see Coca-Cola Bottling 
Co. v. Coca-Cola Co., 269 Fed. 796, 11 TMR 134 (Del. 1920). There may be various 
factors, separate and apart from trademarks, which tend to create good will. 4 MERTENS, 
FEDERAL LAW OF INCOME TAXATION 74 (1942). 
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subsequent transactions occur in which there are transfers or dis- 


ositions, such as a right of area use of the mark together with 
I g g 


the good will attached thereto, or abandonment of the mark, in 
which the basis of the mark, for tax purposes, is of utmost im- 
portance. In the absence of a segregation in the original purchase 
agreement the court will normally examine the evidence produced, 
which is usually vague after the passage of a long period of time, 
and makes its own segregation, possibly making an allocation to the 
retained good will which is far in excess of the purchaser’s own 
concept of that value.** If the purchaser is basically interested in 
the mark, or recognizes a value attributable to the mark, he should 
make the value allocation in the agreement instead of leaving it 
to the court to make the calculation twenty years later. 

Kither for good or bad the lines are more defined and the con- 
clusions more certain when we turn to the section of the tax law 
where many of the trademark cases have arisen, namely deprecia- 
tion and the related concept of obsolescence. For the first few years 
of our present income tax history the Internal Revenue authorities 
allowed obsolescence for assignable good will.** However, since 
1918 the Commissioner has taken what appears to be an inflexible 
stand that good will and trademarks are intangible assets not sub- 
ject to exhaustion and, therefore, are non-depreciable.** With the 
new emphasis in the 1954 Code on accelerated depreciation® and 
the much more tolerant attitude of the Internal Revenue Service 


33. See Fox River Paper Corp. v. United States, 65 F.Supp. 605 (E.D. Wis. 1946), 
aff'd, 165 F.2d 639 (7th Cir. 1948); R. FE. Baker, 37 B.T.A. 1135 (1938), aff’d, 115 
F.2d 987 (6th Cir. 1940). Cf. Harlan E. McGregor, 14 CCH Tax Ct. Mem. 897 (1955). 
Of course, the taxpayer obtains an advantage if he succeeds in his argument that a 
lesser portion of the purchase price was for good will since this means, in effect, that 
the basis of the acquired tangible assets will be higher and the resulting gain on any 
subsequent sale lower unless the sale price agreement segregates a large portion of the 
price to intangibles. 

34. T.B.R. 44, 1 CUM. BULL. 133 (1919); O.D. 298, 1 cUM. BULL. 138 (1919); 21 
A.R.M. 34, 2 CUM. BULL. 31 (1920); O.D. 472, 2 cuM. BULL. 141 (1920); A.R.R. 722, 
I-1 CUM. BULL. 169 (1922); A.R.R. 1329, II-1 cuM. BULL. 99 (1923). 

35. T.D. 4055, VI-2 cumM. BULL. 63 (1927); U.S. Treas. Reg. 103, § 19.23(1)-6 
(1952); U.S. Treas. Reg. 111, § 29.23(1)-1 (1952); U.S. Treas. Reg. 118, § 39.23(1)-3 
(1953). In the last issued regulation the language specifically denies depreciation of 
goodwill. Something can be said for distinguishing between goodwill and trademarks 
and trade names, as suggested above at note 32 supra. See also 4 MERTENS, FEDERAL 
LAW OF INCOME TAXATION 191 (1954), where the editors contend that the Tax Court 
and the Supreme Court have implied a distinction exists. 

36. INT. REV. CODE OF 1954, § 167. Alternative methods of depreciation in the Code 
allow larger deductions in the early years and smaller deductions in the later years, 
i.e., double declining-balance depreciation and sum-of-the-digits depreciation. 
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with respect to the taxpayer’s choice of the method of depreciation” 
the effect of the refusal to allow any depreciation of trademarks is 
accentuated. The position of the Commissioner on the non-depreci- 
able nature of the trademark is based primarily upon the decisions 
of the Supreme Court in Clark v. Haberle Springs Distillery® and 
Renziehausen v. Lucas.** The former case related to the attempt to 
allow for obsolescence of good will occasioned by the closing of the 
distilleries due to the advent of prohibition, the latter was con- 
cerned with the effect of the same events on good will including 
trademarks and trade names. As will be shown shortly, there is 
serious question of the general applicability of these cases; how- 
ever, they have been cited as authority for the proposition that 
good will and trademarks are per se non-depreciable assets.*° There 
is no possibility of disagreeing with this position, if we concede 
that for all practical purposes trademarks and good will are akin 
to the “good earth” and are perpetual in existence. However, as 
a categorical statement this is certainly not defensible. 

We can admit that there is great uncertainty as to the life of 
good will or a trademark, but the fact of actual indefinite existence 
has not been a deterrent to the allowance of depreciation of other 
properties. For example, a motion picture has an uncertain life, 
but it does have what we may call an average mortality experience 
which is “guessable” and on the basis of which depreciation has 
been and is calculated and allowed.** It is difficult to say how 
many trademarks have been adopted in this country. Some have 
lasted for generations; others have exhausted their entire use- 
fulness within a year or less. This is also true in the case of 
motion pictures. Some of us will remember that for nearly forty 


37. See, ¢.g., Rev. Rul. 90, 1953-1 cuM. BULL. 43; Rev. Rul. 91, 1953-1 cum. BULL. 
44. A close examination of the policy of the Commissioner may be found in 4 MERTENS, 
FEDERAL LAW OF INCOME TAXATION, $$ 23.31-.37b (1954). 

38. 280 U.S. 384 (1930). 

39. 280 U.S. 387 (1930); the Haberle Springs and Renziehausen cases had been 
preceded by numerous decisions to the same effect. 

40. Moise v. Burnet, 52 F.2d 1071 (9th Cir. 1931); Hupfel Co. v. Anderson, 51 
F.2d 115 (S.D.N.Y. 1931); Norwich Pharmacal Co., 30 B.T.A. 326 (1934). Cf. Burnet 
v. National Industrial Alcohol Co., 282 U.S. 646 (1931); Gambrinus Brewery Co. v. 
Anderson, 282 U.S. 638 (1931). In these two cases the Haberle decision was distin- 
guished on the ground that it was limited to good will and should not be expanded to 
disallow obsolescence of tangibles from impending prohibition. Paul Jones § Co. v. 
Lucas, 33 F.2d 907 (W.D. Ky. 1929), aff’d per curiam, 64 F.2d 1016 (6th Cir. 1933). 

41. See Cathedral Films, Inc., 5 CCH Tax Ct. Mem. 112 (1946) (estimate of 
10-year life in the case of religious films allowed by the court as reasonable); Leona 
Anderson, 11 CCH Tax Ct. Mem. 384, 386 (1952) (court notes that most motion pictures 
are amortized on the basis of a two-year life). 
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years “Birth of a Nation” was being shown in the theaters. “Gone 
With the Wind” is now having its third big blow and, despite 
Vistavision, 3-D, Cinemascope and other innovations, it will prob- 
ably be viewed by audiences long after most of us have departed 
for an untrademarked area. 

It would seem that the experience with trademarks is suffi- 
cient to allow for the calculation of an actuarial formula with no 
greater ratio of error than we have experienced in the motion 
picture industry, or in fact in most other industries. The Internal 
Revenue Service will accept a fifty-year useful life for steel and 
concrete buildings, although we all know that many of them are 
full of tenants long after that period has elapsed. One acquaint- 
ance of ours is today living in a 175-year old house, the life of 
which, for depreciation purposes, would have been estimated at 
30 years. Even if it were to be urged that some trademarks, such 
as CAMEL for cigarettes, appear to have perpetual lives, the an- 
swer is that depreciation formulas are based on average experi- 
ence, not individual experience. The determination is not based 
upon some statistical or scientific analysis of the particular trade- 
mark, but it is rather a “guesstimate” premised upon experience 
with marks of the particular type and in relation to the particular 
product or industry. In any event, it would seem to be worth the 
effort for some experts in the field to examine again the possibility 
of working out and submitting to the Commissioner a formula for 
the depreciation of the cost of trademarks, whether purchased or 
created. 

Despite the unequivocal attitude of the Commissioner it is 
suggested that the case law does not offer unquestioned support 
for his position. The Haberle Springs and Renziehausen cases 
arose out of the peculiar situation incident to the prohibition law. 
The Supreme Court decisions appear to be based entirely on this 
factor. When the former case was in the Second Circuit the court 
recognized that, upon the evidence of limited duration, good will 
and trademarks were entitled to depreciation in the same manner 
as other capital assets.** The Supreme Court decided its case upon 
the premise that “when a business is extinguished as noxious un- 
der the Constitution the owners cannot demand partial compensa- 


42. 30 F.2d 219, 221 (2d Cir. 1929). 
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tion in the form of abatement of taxes” ;** the Court did not discuss 
the basic language as to the nature of good will. Subsequently 
in Williams v. McGowan** one of our most able and respected 
jurists, Learned Hand, reaffirmed the holding of the Second Cir- 
cuit in the Haberle case to the effect that good will may be a 
depreciable intangible.** Perhaps the attractiveness of expensing 
advertising costs has made the depreciation item of lesser interest, 
but there is reason to urge re-examination of the question based 
upon the presentation of the type of evidence and the formula 
suggested. With the purchase of trademarks in increasing num- 
bers, the time seems ripe for such re-examination. 


Conclusion 


In the last decade of our history we have witnessed an ever 
increasing attack upon the income tax as a vehicle for the support 
of our national government. This attack, of course, has been due 
in part at least to the fact that the income tax has had to bear 
such a large part of the burden of the world situation. Some of the 
attacks have been solely political, others emotional, and a few 
based upon the doctrine of states rights. Although this adversary 
group has appeared to be in the minority, its effect may well be 
major. It is impossible to tell how much latent opposition has 
grown up in relation to the income tax law. If we do not want 
Poujadism here, those who believe in the basic theory of the pro- 
gressive income tax cannot fling aside these attacks as inconse- 
quential or crack-pot schemes. One of our ablest authorities, Pro- 
fessor Stanley Surrey, has recently suggested the possibility that 
our income tax law is in grave danger unless we eliminate the 
inequities inevitably connected with our special tax exemptions.* 


43. Clark v. Haberle Crystal Springs Brewing Co., 280 U.S. 384, 385 (1930). 

44. 152 F.2d 570 (2d Cir. 1945). 

45. Other cases have limited the Haberle decision to those instances in which a 
“noxious activity” is involved. Detroit & Windsor Ferry Co. v. Woodworth, 115 F.2d 
795 (6th Cir. 1940) ; United States v. Hardy, 74 F.2d 841 (4th Cir. 1935). “Obsolescence 
of trademarks is not so frequent; but it can happen through change of languagé, 
habits or fashions or through obsolescence of the goods covered by them. Furthermore, 
a word or phrase may lose its trademark significance and hence its value as a trade- 
mark without passing generally out of use.” GITLIN AND WOODWARD, TAX ASPECTS OF 
PATENTS, COPYRIGHTS AND TRADE-MARKS 74 (1954). As indicated before, the main diffi- 
culty in seeking depreciation of a trademark is the presumption that its useful life is 
indeterminate; proving the value of the trademark also presents some problems. See 
When Clothing Co., 1 B.T.A. 973 (1925). 

46. Surrey, Definitional Problems im Capital Gains Taxation, 69 HARV. L. REV. 985 
(1956). 
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The writers of this article are in complete agreement with Pro- 
fessor Surrey’s views and believe that we must revise our tax 
laws to limit these sources of special interest largesse. However, 
it is not only these special exemptions which cause danger to the 
future of our system, but it is equally in danger by inconsistent 
treatment of taxpayers or transactions either by statute or regula- 
tion. This is especially true when, although there may be technical 
distinctions which bring about the inconsistent treatment, such 
distinctions are not apparent to the public. In areas where it is 
clear that we will continue the mode and manner of tax applica- 
tion, for example in items such as depreciation or business ex- 
pense deductions, a determined effort should be made to evolve 
logical, consistent rules which will enable what are essentially like 
transactions to be treated in the same manner. A good rule will 
encourage the courts to reverse the trend toward excessive lib- 
eralty in such fields as business expense and will prevent the 
use of transactions as tax devices instead of the application of 
proper business methods. Such a re-evaluation of the rules is 
overdue in the trademark area. 

It is the belief of the authors of this article that, as yet, there 
has not been offered a method of raising the necessary revenues 
to support our national government which approaches the effi- 
ciency or logic of the progressive income tax or which is so 
administratively workable. It can be granted that there is vast 
room for improvement but it is believed that this is internal to 
the system and that the adoption of a new system does not con- 
stitute improvement per se. When we couple all the advantages 
of our admittedly defective present statute with the unique role 
of the individual in the self assessment feature of the act and the 
nearly universal public acceptance of that role, it would appear 
that the prime effort should be to smooth out the rough places 
and fill the chuck holes rather than to tear up the road and try to 
repave with an untried type of cover. The tax aspects of trade- 
marks offer opportunity for such preventive repair work. 
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TRADEMARK HOUSEKEEPING* 
By Hon. Daphne Leeds 


Assistant Commissioner of Patents 


In the past three and a quarter years, procedural changes 
and improvements in trademark operations have resulted in an 
increase of more than fifty percent in the average number of dis- 
posals per examiner. During this same period the number of new 
applications filed increased year-by-year, receipts in fiscal 1956 
exceeding 1953 by more than forty-three hundred applications. 
Despite this large volume of new work, it has been possible to 
reduce the examining work force by almost twenty-four percent, 
while reducing the volume of pending applications by more than 
four thousand. And you will be interested in knowing that more 
registrations were issued in 1956 than ever in the history of the 
Office. 

How, you may ask, has this been done? At the outset, credit 
must be given to the personnel of each and every segment of the 
operation, for without a philosophy based upon the desire to 
render good public service, the story might not have been the 
same. Add to this philosophy the desire to make such changes as 
may be feasible to improve service without materially increasing 
cost, and adopt as the watchword “Substance—not Form,” and 
you have the answer. 

Specifically, here are some of the things we have done. 

Recognizing that multiple handling of files and other papers 
requires time and makes paper work, costing money and bringing 
about delays, we set out to eliminate as much multiple handling 
as possible. 


First, our application section was set up as a “production line” 
by rearranging people and their assignments so that as an appli- 
cation flows through the section, each person performs his task 
without any backtracking of files. 


Second, check-forms were devised for handling incomplete 
applications, that is, papers which cannot be given a filing date, 
thereby eliminating a mass of letter-writing. 


* Address delivered before the American Patent Law Association on January 17, 
1957 in Washington, D. C. It was carried in the January 1957 issue of the Bulletin of 
APLA and is reprinted here with their permission. 
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Third, the preliminary examination by clerical personnel for 
non-fatal defects was eliminated on the sound theory that such 
examination is proper subject matter for the attention of the 
examiner. 


Fourth, reference of all applications to the drafting branch 
for examination of the drawing was eliminated, leaving the deter- 
mination of propriety of the drawings to the examiners. Pres- 
ently, the only trademark drawings which go to the drafting 
branch are in those cases where a new drawing is required, and 
then only for an estimate of the cost of having the Office make a 
new drawing. 


Fifth, provision was made for submission of a typed drawing 
in those cases where the applicant seeks registration only of a 
word, letter or numeral not depicted in special form. Incidentally, 
this change not only saves your client money and time in correcting 
faulty drawings, but it has reduced printing costs by eliminating 
the making and storing of electroplates. 


Sixth, a new system was devised for handling the printing of 
marks for opposition purposes. Originally a list of the files was 
typed in Trademarks, the files were sent to Issue, Issue typed a 
second list and then forwarded the files to the Government Print- 
ing Office. The files were returned to Issue where they were 
checked against the list and. then forwarded to Trademarks. To- 
day, Trademarks makes a notation of the number of files and 
forwards them directly to the Printing Office, and after publica- 
tion they are returned directly to Trademarks. 


Seventh, duplicate typing in Trademarks and Issue Branch 
in connection with issuance has been eliminated. Today, a fanfold 
system provides a copy for Official Gazette indexing, a copy for 
the typesetters and a copy for Trademarks. At the present time, 
Trademarks, Issue and the Printing Office are perfecting a sys- 
tem which will transfer all matters pertaining to issuance of cer- 
tificates, renewals, and other matters to Trademarks so that the 
files will always move directly from Trademarks to the Printing 
Office and back again. This procedure is expected to cut two to 
three weeks off the time presently consumed between the end of 
the opposition period and the mailing of the certificate of regis- 
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tration. Under this new system, the certificate will be mailed out 
at about the same time that the notice of allowance was formerly 
mailed. 


We have four “new faces” around Trademark Operations. 
One is the printed copy of registrations; another is the certificate 
itself; another is certified copies; and the fourth is the Official 
Gazette. 


The revised format of the printed copy of the registration, 
giving only pertinent data, reduced the unit cost of printing by 
about 75%, and provides a basis for more expeditious searching. 

The revised certificate eliminates all typing except the word 
“goods” or “services,” thereby excluding unnecessary typing, as 
well as certificates of correction to correct typographical errors. 

The revised format of certified copies has eliminated time- 
consuming and expensive typing on expensive forms, making 
photocopies of certificates, and binding with staples and ribbons. 
Furthermore, orders for certified copies are handled in a more 
orderly and expeditious manner. The old procedure for handling 
an order for a certified status copy of a registration showing title 
was as follows: Mail Room forwarded the order to Manuesript 
and Lithograph who made out a form and sent it to Copy Sales 
who pulled the copy and sent it to Manuscript and Lithograph who 
sent it to Trademarks who stamped the data on it and sent the file 
to Assignment for a title report. The title report was sent to 
Trademarks where appropriate information was typed on the 
copy of the registration, and it was then sent to Manuscript and 
Lithograph for affixing the seal and mailing. Today, the order 
goes from the Mail Room to Copy Sales to Assignment to Trade- 
marks where all data and the seal are affixed to the copy, and the 


copy is mailed. 

Effective January 1, 1955, all trademark material published in 
the Official Gazette was arranged in one section separate from 
patent data and information. This separation resulted in a saving 
to the Patent Office and a reduction of 49% in cost to subscribers 
for the Trademark Section of the Gazette. 


The pending applications index is now maintained by micro- 
film reproduction of the drawing submitted with the application. 
By requiring you, the lawyers, to type a heading on the drawing, 
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we have been able to eliminate all typing in connection with main- 
taining this index, and at the same time to improve the search 
index. 

Until a few months ago both the Printing Office and Issue 
Branch read proof of registrations. This meant a kind of “split 
responsibility,” and errors were not uncommon. After discussion 
with the people at the Printing Office, proofreading by Issue 
Branch was discontinued, and all responsibility was placed on the 
Printing Office. It is somewhat remarkable that this change has, 
by actual count, reduced certificates of correction by almost 60%. 

Turning now to the substantive side of our work, no words of 
mine can express our real appreciation for the cooperation and 
attitudes of the Trademark Examiners and their Supervisors. 
Under the motto “Substance—not Form,” they have increased 
their man-hour productivity by almost twenty percent. Actions 
have been shortened and simplified, and actions have replaced 
arguments. The percentage of published marks opposed has 
dropped. And last fiscal year—with a small, closely-knit corps 
of Examiners (30 today, as compared to 42 in 1953), a record 
number of registrations was issued—with total disposals exceed- 
ing 25,400. The average waiting time for actions on new applica- 
tions is 44% months; and on amended applications 114 months. 
And as soon as the extra typists catch up with the examiners, 
there will be fewer applications awaiting action by the Office 
than awaiting response by applicants. 

The statement of the Examiner in ex parte appeals has, for 
all practical purposes, been eliminated. The reasoning underly- 
ing this change is three-fold: (1) a clear, concise and courteous 
final action of the Examiner states his or her position, and further 
expansion of such position is unnecessary; (2) the Examiner is 
not opposing counsel, and argument is undesirable; and (3) a 
substantial amount of the Examiner’s time is saved. 

For some reason which has never become apparent, attorneys 
too frequently fail to offer available evidence to overcome an 
Examiner’s refusal to register until after an appeal has been 
taken. Until recently, the appeal was decided on the basis of all 
material in the file; but under present practice, when evidence 
is submitted after appeal, the file is remanded to the Examiner 
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for reconsideration in the light of the evidence; and if, on such 
reconsideration, the Examiner finds the mark registrable, the ap- 
peal is dismissed as moot. It is observed that money can be saved 
for your clients and delays in final determinations can often be 
avoided if all available facts and evidence are presented to the 
Examiner during prosecution before him. 

You are, of course, familiar with the complete revision of the 
Trademark Rules of Practice, which had as their basic purposes 
the provision of a realistic and simplified procedure for ex parte 
handling of applications and an orderly method of obtaining and 
marshaling facts from which the rights of the parties may be 
determined in inter partes cases. 

A bit of housekeeping which has been proposed is here pre- 
sented for your consideration and comment. It deals with a re- 
vised system of recording Trademark assignments. The proposal 
would work this way: An instrument conveying one or more 
registered marks would be forwarded to the Patent Office for 
recording. It would go to Trademark Operations where it would 
be stamped with the recording date and reproduced with the 
stamp thereon, the reproduction would be placed in the file, or 
files, a notation of the assignment and the recording date would 
be stamped on the jacket under “File Contents”, and the original 
would be returned to the sender. A fanfold card showing pertinent 
data would be made for (1) a registration numerical index; (2) 
an assignor index; and (3) an assignee index, these indexes to be 
kept in the Trademark Search Room. With regard to those regis- 
tered marks which had been assigned one or more times prior to 
the date of installation of the new system, title reports would be 
replaced by the Assignment Branch with a “Title Record” show- 
ing the name and address of each assignor, the name and address 
of each assignee, the date of the acknowledgment, the date of 
recording, and the liber and page, or reel and frame, where re- 
corded. The file would then go to the Trademark Assignment 
Section in the Search Room where the paper would be given a 
number, the fanfold index card would be prepared, and a notation 
would be stamped on the file jacket showing “Title Record” under 
“File Contents.” Thereafter, that file would never be sent to the 
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Assignment Branch, and the title indexes in the Trademark Search 
Room would gradually be completed. 

The advantages would be: (1) ultimate elimination of title 
reports (for which we charge your clients a fee to tell us what our 
own records show); (2) an examination of a file, by either the 
Office or the public, would show who is record title holder of the 
mark; (3) notices of the requirement of the affidavit under Section 
8 and all other communications concerning a registered mark 
would be addressed to the record title holder rather than to the 
original registrant thereby saving embarrassment to the Office, 
and often saving a registration itself; (4) trademark searches and 
title searches would be made in the same place; (5) the time 
presently required to obtain title reports would be saved; and 
(6) fewer people would be needed to perform the assignment 
functions. 


The following might appear to be disadvantages: (1) trade- 
mark title searches would for a time have to be made in two places; 
and (2) more time would be required in Assignment Branch to 
make up the complete title record than is presently required to 


make a title report. 

Commenting on the first, it is observed that trademark 
searchers now have to go to Assignment Branch from the Search 
Room to find title; if the record is found in the Trademark Search 
Room under the new system, there would be no necessity for going 
to Assignment Branch; and in any event, the Search Room index 
would necessarily be completed at the end of fifteen years, since 
each file would have gone to Assignment Branch in connection 
with either a Section 8 affidavit or renewal within that time. 

Commenting on the second, it seems likely that the additional 
time required to make up the title reeord—which in many cases 
would be infinitesimal—would be offset by the fact that files would 
go to Assignment Branch only one time rather than the numerous 
times they must go at present; for example, in connection with 
Section 8 affidavits, renewals, certified copies showing title, and 
petitions to cancel. 

Your comments on the proposal are earnestly solicited. 

Only the high spots have been touched in this report on 
Trademark housekeeping—but no more is possible in the allotted 
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time. In closing, I should like to pay tribute to Commissioner 
Watson who has so ably abetted and encouraged all of us in our 
efforts to render better and more expeditious service, and to all 
trademark personnel. There is evident throughout the operation 
a sense of real pride in what has been and is being accomplished, 
and the personnel not infrequently performs services beyond the 
eall of duty in meeting deadlines. We believe the statistical re- 
sults set out in the Commissioner’s Annual Report are such that 
you will want to look at them. 





THE TRADEMARK REPORTER ~ Vol. 47 T.M.R. 


NOTES FROM THE PATENT OFFICE 
By Katharine |. Hancock* 
Section 8 Affidavit Procedure 

During the fall of 1956 the Trademark Office instituted 4 
new procedure in connection with the cancellation of registrations 
for failure to file the affidavit of use which is required by Section 
8 of the Trademark Act of 1946. 

The affidavit must be filed during the sixth year after the 
date of registration or after the date of publication under Section 
12(c) of the Act. Two months (sixty days) prior to the end of 
the sixth year, if no affidavit has yet been filed, a Notice signed 
by the Assistant Commissioner is mailed to the registrant or 
assignee of record at the address given in the record. The Notice 
is a combination of several things: 


(1) a warning that the registration will be canceled if the 
required affidavit is not filed in the time specified by the statute; 


(2) a brief explanation of the nature of the required affidavit; 


(3) notice that a fee of $1.00 is necessary for a title report 
which will show that title is in the name of the party on whose 
behalf the affidavit is made; and 


(4) a cancellation order. 


The registrant receives a carbon copy of this Notice, and 
the original is retained in the registration file. If the affidavit is 
filed, the portion of the Notice which forms the cancellation order 
is not executed and is ineffective. If the affidavit is not filed, the 
cancellation order portion of the Notice which is in the regi-tered 
file is executed on behalf of the Commissioner and constitutes the 
formal cancellation of the registration, without any further notice 
to the registrant. 

The following is the body of the new Cancellation Notice and 
will illustrate the procedure: 

“Notice is hereby given that the above identified regis- 
tration will be cancelled by the Commissioner at the end of 
the sixth year following the date of registration or publica- 
tion under Section 12(c), as the case may be, unless the owner 


files in the Patent Office the affidavit of use or excusable non- 
use required by Section 8 of the Trademark Act of 1946. 


* Trademark Examiner, U.S. Patent Office; Member, District of Columbia Bar. 
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“The affidavit should contain facts showing that the mark 
is still in use, such as, the annual sales volume under the 
mark, or other appropriate statements supported by specimen 
labels showing the mark as used, or if the mark is not actually 
being used, the affidavit should recite facts to show that the 
nonuse is excusable and not due to any intention to abandon 
the mark. There also must be submitted $1.00 for a title 
report for Office use. 

“Tf the affidavit has been filed, please disregard this 
notice. 

(signed) Daphne Leeds 
Assistant Commissioner 


“(Office copy to be signed if affidavit is not filed) 
CANCELED 

Date: 

By direction of the Commissioner 


Director, Trademark Examining Operation” 


The new procedure was devised as a convenience both to 


owners of registrations and to the Trademark Office. 

The certificate of registration contains a statement relative 
to the necessity for filing an affidavit under Section 8, but soon 
after the first affidavits began to be filed (during the last few 
months of 1953), it became obvious that for an unduly large 
number of registrants that statement did not serve as an effective 
notice. 

As a result, in the early part of 1954 the Office adopted the 
practice of mailing a notice to registrants, a cancellation order 
being separately processed and mailed later if no affidavit was 
filed. This became quite a time-consuming and clerical burden to 
the Office because of the number of registrations and the double 
operations involved. The practice was discontinued January 1, 
1955, with the thought that registrants and attorneys had become 
sufficiently aware of the need to file affidavits under Section 8. 
However, the discontinuance resulted in a large number of re- 
quests to revive the service, which appeared to indicate that it 
was of value to owners of registrations and to attorneys and that 
they had come to rely upon it. 
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The procedure now in effect permits the Office to give notice 
to owners of registrations and at the same time process the affi- 
davits expeditiously and with little increase in clerical work. 

The question of the kind of proof necessary to “show” that 
a mark is still in use under the provisions of Section 8 was first 
discussed in the Globe-Wernicke case, 96 USPQ 189, 43 TMR 
302. There it was said that the proof might consist of specimens 
such as are filed with an application to register a trademark. The 
Cancellation Notice now in use elaborates upon the kind of proof 
which is adequate, including statements in affidavit form as to 
the amount of current sales and advertising. It is desirable, when- 
ever possible, that facts relative to sales and advertising be sup- 
ported by the more concrete showing of a specimen which is in 
current use. This is also indicated in the Cancellation Notice. 

It is called to the attention of owners of registrations that 
an affidavit which relies upon excusable nonuse should specify the 
reasons for nonuse. Merely to state that the mark is not presently 
in use or that nonuse is not due to any intention to abandon the 
mark is not sufficient. Intention to use the mark again is basic 
to any excusable nonuse, and it is well to set that forth clearly 
in the affidavit, but the reasons for the nonuse must be stated so 
that the Examiner may evaluate whether they constitute excus- 
able nonuse permitting the registrant to maintain the registration. 

A common defect in Section 8 affidavits is failure of the record 
to show that title to the registration resides in the party who 
executes and files the affidavit. The affidavit must be executed 
and filed by the party who is the owner of the registration at the 
time the affidavit is filed. If title has changed from the original 
registrant before the affidavit is filed, suitable assignment or 
assignments should be filed in the Assignment Division of the 
Patent Office, so that the title report which is made up by that 
Division to accompany the registration file to the Trademark 
Examiner will show that title is in the party on whose behalf the 
affidavit is filed. If title has been transferred without there being 
a recordable instrument,’ sufficient facts or documents to support 
the transfer of title must be made of record in the registration file. 


1. Section 10, Trademark Act of 1946; Trademark Rule 2.185. 
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Statistics on Trademarks 


Number of Applications Filed 
1956 1955 
October 1,925 1,751 
November 1,678 1,737 
December 1,734 1,759 


5,337 5,247 


Number of Number of 
Registrations Registrations Registrations 
1956 Issued Renewed (Sec.9) Canceled (Sec. 8) 


October 1,666 906 1,850 
November 1,217 246 525 
December 1,277 229 522 


4,160 1,381 2,897 
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NOTES FROM OTHER NATIONS 
Edited by Marcel Deschamps 


Canada 


Opposition Proceedings 
The Canadian Registrar of Trademarks has issued the follow- 
ing decisions in connection with opposition proceedings: 


(a) An opposition against registration of presto for ball point 
pens, pencils and fountain pens based upon a prior registra- 
tion of presto for lighters and flints was rejected because there 
is no likelihood of confusion through use of the same word on 
these two different sets of goods. Consideration was given to 
the fact that there are a number of existing registrations for 
PRESTO in respect of different goods in the name of different 
owners. 

(b) An opposition against the registration of cE-RUTINION- 
TRAUBENZUCKER for Vitamin C and medicaments containing 
grape sugar (Traubenzucker means grape sugar in German) 
was upheld because of confusing similarity with ceruTIN which 
had been registered for a pharmaceutical preparation for use 
in medicine in the treatment of capillary fragility and hemor- 
rhagic conditions. 26 Canadian Patent Reporter Pages 43 to 
46 (Section IT). 


Great Britain 
Passing-Off 


The plaintiff, an English Company, makes and sells mats in 
three different designs. The plaintiff does not claim any exclusive 
rights to the three elements of these designs separately, that is, 
the actual geometric arrangement, the applied color, and the natu- 
ral color of the materials used in the mats, but the plaintiff does 
claim that the combination of the three is a design of a striking 
and unusual character which has become associated with it so as 
to represent its goods. The joint defendants are a retailer and a 
wholesaler of mats manufactured in India and to a limited extent 
in other parts of the world as well, which are admittedly inferior 
to the plaintiff’s mats. The design of the mats sold by the defen- 
dants being similar to the design of the plaintiff’s mats, the plain- 
tiff brought an action for passing-off. 

Danckwerts, J. stated that the onus on the plaintiff was to 
show that the designs have become associated by long usage with 
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the plaintiff and to show that what the defendants have been doing 
is calculated to cause confusion. In comparing the two sets of mats 
the Judge discounted all of the differences pointed up by the defen- 
dants and held that insofar as the general public is concerned it 
would be inevitable that some confusion should be caused. How- 
ever, in spite of an expressed sympathy for the plaintiff, the Judge 
held that the plaintiff had no exclusive right to the designs in 
question because it could not prove that the designs had become 
so identified with its trade that the public would recognize the 
designs as being indications of origin with the plaintiff. Further- 
more, the Judge stated that: 


“This is in fact not really a passing-off case as regards get-up 
in any way at all. It is not a question of get-up; it is a ques- 
tion of the appearance of the actual article which is sold. It 
seems to me that the rules which apply are not quite the same 
in a case of this kind as they are where some artificial cover- 
ing to distinguish an article as being that of the manufacturers 
or sellers has been used, as opposed to where it is simply a 
question of the shape and appearance of the article which has 
been sold.” 


Hawkins & Tipson Ld. v. Fludes Carpets Ld. et al., 1957 R.P.C. 8. 


Pakistan 
Temporary Injunction Restraining Trademark 
Infringement and Passing-Off 


The plaintiff, Vick Chemical Company, sought a temporary 
injunction against a Pakistani Company to restrain it from pass- 
ing-off its goods as those of the plaintiff and from infringing the 
plaintiff’s trademarks pending the outcome of the court action. 
It was established that the containers and wrappings for three of 
the defendant’s products were obvious imitations of the plaintiff’s 
containers and wrappers and the District Judge held that the 
plaintiff had ‘‘not merely a prima facie case but a very strong 
prima facie case.” However, the District Judge refused to issue 
the temporary injunction on the ground that there had been delay 
in applying for it. Notice had been served upon the defendant in 
March 1955 and the action was brought in July 1956. 

An appeal was taken to the High Court of West Pakistan and 
Constantine, J. held that the decision below was incorrect and the 
injunction was granted because (1) when the plaintiff has such a 
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strong prima facie case, it should not be open to the defendant to 
say that it ought to be allowed to continue to take advantage of 
its fraud; (2) the plaintiff had done nothing to indicate that it 
was waiving its rights to take action; and (3) where there is fraud 
upon the public, despite a certain amount of delay by the plaintiff, 
there is a public interest in preventing the continuance of the de- 
fendant’s fraud. Mise. Appeal No. 53/1956, December 6, 1956. 


Switzerland 
Trademark Infringement 


The a trademark souis (with device) had been 
registered in SwWetZerland for 30 years, brought action for trade- 
mark infringement and unfair competition in order to enjoin the 
defendant’s use of the trademark sotaris. The defendant claimed 
that the marks were not confusingly similar, as the characteristic 
and dominant element of the plaintiff’s mark was soL, meaning 
“sun,” for which no exclusive rights could be claimed, that the 
marks had been coexisting “for years” without confusion in Switz- 
erland as well as in Germany, and that, in any event, the plaintiff 
had not suffered any damage or loss of reputation, as it did not 
make or sell the kind of sun lamps on which soLaris was used, and 
that the plaintiff had, therefore, no legal interest in restraining 
the use of sotaris. The defendant also raised the defense of laches. 

The Court of Zurich rejected the plaintiff’s action on the ground 
that the respective marks were not confusingly similar, but the 
Swiss Federal (Supreme) Court, on appeal by the plaintiff, re- 
versed that decision and granted relief to the plaintiff. 

The Federal Court held that the marks were confusingly simi- 
lar, stating that, although soLis was inherently a weak mark, it 
had become a strong mark in Switzerland by virtue of the plain- 
tiff’s extensive use and advertising. It was further held that, 
since the defendant’s mark was first used in Switzerland in 1950 
and the plaintiff brought action in April of 1952, the defendant’s 
claim that the marks had been co-existing without confusion “for 
years” was without support as regards Switzerland and could not 
be heard as regards Germany, even if proven, because the situa- 
tion in the latter country was irrelevant. For the same reasons, 
the Court dismissed the defense of laches. Lastly, the Court held 
that the scope of the plaintiff’s soLis registration encompassed the 
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kind of sun lamps made by the defendant, so that trademark in- 
fringement existed even if the plaintiff had not heretofore manu- 
factured such sun lamps, and that, in any event, damages and loss 
of reputation or goodwill were not prerequisites for an action for 
trademark infringement. 

About half a year after the decision by the Federal Court, 
the defendant adopted the trademark suaris for use on its sun 
lamps. Again the plaintiff brought action for trademark infringe- 
ment, which was again rejected by the Court of Zurich, but upheld 
by the Federal Court, the latter holding that there was no appre- 
ciable difference between soLaRis and suLaRis and that, once sOLARIs 
had been held to infringe soxis, the latter mark also had to be 
protected against whatever “amounted trademark-wise to the same 
as” soLaris. The Court noted in passing that, since fanciful marks 
were involved, the defendant would have had a wide field from 
which to select a new mark and, in adopting su.aris, therefore had 
to reckon with the consequences of moving so “dangerously close” 
to the “forbidden” mark soxaris. Decisions of March 30, 1954 and 
November 8, 1954 Swiss Federal Court. 
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BOOK REVIEW 


WARENZEICHEN-VERWECHSELBAREEIT. By Heinz A. Daniels. Munich, 
Carl Heymanns Verlag KG, 1956. Pp. 56. DM 17.50 (Approx. 
$5.25). 


The attention of our readers is called to this useful compila- 
tion of all cases decided by the German courts and Patent Office 
in recent years dealing with likelihood of confusion concerning 
both trademarks and goods. No reasons are given but the author 
simply enumerates all word marks which have been held to be 
confusingly similar with an appendix listing the numerous prob- 
lems raised in connection with the use of the word pmsEeNER. A 
separate part deals with picture trademarks and problems of 
confusion with regard to them. It is intended to keep this book 
up-to-date by periodical supplements. It will be of use for the 
purpose of a quick determination or survey with regard to con- 
fusing similarity between two or more trademarks under Ger- 
man practice and with regard to the problem of confusion in 
connection with classes of merchandise. 


INDUSTRIAL PROPERTY QUARTERLY 


The International Bureau for the Protection of Industrial 
Property has just published No. 2 (January 1957) of its publica- 
tion, the INDUSTRIAL PROPERTY QUARTERLY. No. 1 appeared 
in July 1956 and an announcement was carried in the August 
1956 issue of The Trademark Reporter. 

The current issue of the Industrial Property Quarterly con- 
tains the following articles: 


Patenting of Plants, by the late Dr. Freda Wuesthoff, 

Letter from the United States of America, by Dr. Walter 
J. Derenberg, and 

The New British Legislation on Monopolies and Restric- 
tive Practices, by Dr. F. Honig. 


Pertinent reports by the International Bureau on Germany, 
Czechoslovakia, Vietnam and Morocco are included as well as in- 
formation on trademark legislation in Denmark and Libya and the 
forthcoming Lisbon Conference. 
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Additional interesting items on industrial property are carried 
also in this issue. 

The price for a subscription is $4.00 or 16.—Swiss francs per 
year. Subscription orders should be sent directly to The Inter- 
national Bureau, Helvetiastr. 7, Berne, Switzerland. 
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LIST OF OTHER TRADEMARK ARTICLES* 


ARTICLES 


American Lead Pencil Co. Sharpens its Name. (Sales Management, v. 78, no. 1, 
January 4, 1957, p. 26.) 


Carpenter, Russ 
Ronson Corp.—Marketing Report. (Printers’ Ink, December 28, 1956, pp. 38-51.) 


Driscoll, James O. 
Lost Profits as Element of Damages in Willful Unfair Competition Cases. (Uni- 
versity of Florida Law Review, v. 9, no. 3, Fall 1956, pp. 336-347.) 


German Democratic Republic. Trademark Law of February 17, 1954. (Patent and 
Trade Mark Review, v. 55, nos. 2-3, November-December 1956, pp. 42-45, 65-74.) 


Motorola Inc. Big “M” for Motorola. (Modern Packaging, v. 30, no. 5, January 
1957, pp. 94-96.) 


Printers’ Ink Packaging Panel. How to Design for a Family of Packages. (Print- 
ers’ Ink, January 25, 1957, pp. 72-78.) 
Top designers cover family packages from toys and cookies to nails and beer. 


U. S. Gov’t.—Subcommittee on Patents, Trademarks and Copyrights. 
Report made pursuant to 8. Res. 92 on the American Patent System. Washington, 


Gov’t Printing Office, 1956. 


U. S. Gov’t.—Subcommittee on Patents, Trademarks and Copyrights. 
Four studies made pursuant to 8S. Res. 167 on the Patent System. Washington, 


Gov't Printing Office, 1956-57. 


* Copies of these articles are available for reference in the Association’s library. 
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JOSHUA MEIER COMPANY, INC. v. ALBANY NOVELTY 
MANUFACTURING CO. 


No. 335 -—C.A. 2 — July 30, 1956 


REMEDIES—INFRINGEMENT—BASIS OF RELIEF—IN GENERAL 
A.V.D. is not enjoined as infringement of vV.P.D., particularly where A.v.D. is 
used in conjunction with name A.N.c.o. and where “V.” and “D.” form initial 
letters of VISUAL DISPLAYS, a generic name for goods which both parties sell. 
SPEED-BINDER is not confusingly similar to SPEL-BINDER, particularly where 
BINDER is a descriptive term; although SPEED and SPEL have several letters in 
common, the ideas conjured by the two words are quite different. 


REMEDIES—INFRINGEMENT—BASIS OF RELIEF—FALSE DESIGNATION OF ORIGIN 
Theory of cause of action is that defendant’s use of expressions constitutes 
false designation of origin and false description and representation in violation 
of 15 U.S.C. 1125 (a); this can be so only if alleged unregistered trademarks 
used by plaintiff are so associated with its goods that use of same or similar 
marks by another company constitutes representation that its goods come from 
same source; cited statute requires at least that defendant be guilty of a false 
representation; if expressions used by defendant are not uniquely associated with 
plaintiff’s goods there is no such false representation. 
REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—IN GENERAL 
Section 368-c(3) of New York General Business Law, Chapter 20, broadens 
traditional concept of unfair competition so that secondary meaning and con- 
fusion of goods are no longer required; but if defendant has merely used to 
describe its goods designations widely used in industry, there can be no injury 
to plaintiff. 


Action by Joshua Meier Company, Inc. v. Albany Novelty Manufac- 
turing Co. for copyright and trademark infringement and unfair competi- 
tion. Plaintiff appeals from decision of District Court for Southern 
District of New York from order denying preliminary injunction. Modi- 
fied. 


Samuel J. Stoll, of Jamaica, N.Y., for appellant. 
Morton Amster, of New York, N. Y. (Simon Queen, of Boston, Massa- 
chusetts, on the brief), for appellee. 


Before CuarK, Chief Judge, and Hincxs and LumsBarp, Circuit Judges. 


LumBarp, Circuit Judge. 


The plaintiff and defendant in this action are both engaged in the 
manufacture and sale of display and photograph albums, transparent 
sheet holders, card and passport cases, book covers and similar items. The 
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plaintiff is a New York corporation; the defendant is a Massachusetts 
corporation doing business in New York. The plaintiff complains of the 
defendant’s copying of portions of its copyrighted trade catalog and of 
its use of various registered and unregistered trademarks. Judge Noonan 
denied plaintiff’s motion for a preliminary injunction and from this order 
plaintiff appeals. 

The plaintiff’s complaint set out four causes of action. The first al- 
leged infringement of the plaintiff’s copyrighted trade catalog. The plain- 
tiff and defendant sell many items which are substantially the same. In 
1951, 1952, and 1953 the plaintiff published catalogs numbered 52, 53, and 
54 respectively. Each of these catalogs was registered with the Register 
of Copyrights and contained the statutory copyright notice. The plaintiff’s 
catalogs consisted primarily of descriptions of the various items it offered 
for sale together with photographs of some of the items, price lists, catalog 
numbers, and other information of interest to prospective customers. In 
December 1954 the defendant published its own “Anco Catalog of Visual 
Displays” similarly describing the items it offered for sale. The plaintiff 
alleges that much of the material contained in the defendant’s catalog, 
particularly its descriptions of display albums, card cases and other articles 
of merchandise, was copied from the plaintiff’s catalogs. 

For its second cause of action the plaintiff alleged the infringement of 
two registered trademarks. Since 1937 the plaintiff has used as a trade- 
mark v.P.D. the initial letters of the words VISIBLE PROTECTS DISPLAYS 
These letters are prominently featured in plaintiff’s catalog, in 
some instances as part of the words they represent, and in other 
instances merely in the form of v.p.p. The trademark v.P.D. was reg- 
istered in 1938. In December 1954, the defendant commenced to use 
the letters A.v.D. representing ANCO VISUAL DISPLAYS. This mark is prom- 
inently featured in the defendant’s catalog, but it always appears with 
the letters arranged vertically and the word aNco spelled out hori- 
zontally after the initial letter a. The plaintiff alleges that the defendant’s 
use of a.v.D. infringes the plaintiff’s mark v.P.D. 

The plaintiff has also used since 1950 the name sPEL-BINDER to identify 
its display albums. SPEL-BINDER was registered as a trademark in 1952. 
Since December 1954, the Defendant has used the name SPEED-BINDER to 
designate similar articles of merchandise. Plaintiff alleges that spEEp- 
BINDER infringes SPEL-BINDER. 

For its third cause of action the plaintiff alleges a false designation 
of origin in violation of 15 U.S.C. §1125(a). The plaintiff complains 
under this heading of the defendant’s infringement of the two registered 
trademarks described above and of five unregistered trademarks: PIGRAIN 
and LEATHERLEN to describe a variety of plastic album covers, EASEL-AIDE 
to describe supporting brackets for display albums, ALBUMETTEs to describe 
pocket-size photograph albums, and vis-o-Top for transparent desk pads. 
The defendant uses PIGRAIN, LEATHERLEN, EASEL-AID, ALBUM-ITES, and 
vIs-0-ToP to describe similar items. 
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The fourth cause of action alleges that the practices complained of 
in the first three causes of action also constitute unfair competition under 
New York law in that these practices are calculated to mislead the pur- 
chasing public into the belief that the goods of the defendant are the goods 
of the plaintiff. 

Judge Noonan denied the motion for a preliminary injunction in a 
brief memorandum in which he found that “There remains at least a 
doubt as to the plaintiff’s ultimate success.” In view of this finding he 
concluded that “since granting the motion would grant the plaintiff a 
substantial portion of the relief sought, and further since the plaintiff 
has not established that it would suffer irreparable injury if such relief 
is not granted at this time, a balancing of the equities in this matter re- 
quires the court to deny this motion.” 

This court’s function in reviewing the grant or denial of a prelim- 
inary injunction is a limited one. A motion for such relief is directed 
to the sound discretion of the district judge whose decision will not be 
reversed unless an abuse of discretion is apparent. American Visuals 
Corp. v. Holland, 219 F.2d 223, 104 USPQ 222 (45 TMR 184). 

The exhibits and affidavits leave little doubt that the defendant de- 
liberately copied a large part of the plaintiff’s catalogs. The similarities are 
so numerous and substantial as to give rise to a strong inference of copy- 
ing. In many instances defendant uses exactly the same language in the 
description of similar items; in other cases the language is the same 
except for the inversion of certain words or the substitution of one word 
for another. This crude effort to give the appearance of dissimilarity is 
itself evidence of copying. It is true that both plaintiff and defendant 
were describing similar items in simple non-technical words and that sub- 
stantial similarity in language would not necessarily indicate copying. 
But the defendant has used in one instance exactly the same stock number 
to designate one of its products, a lucite “easel-aide.” The use of this 
stock number, LE-2, is hard to explain on any hypothesis other than 
copying, especially since neither plaintiff nor defendant designates any 
of its products Le-1. The defendant’s choice of the number “2” can only 
be the result of slavish imitation. Moreover, the defendant’s affidavits 
do not even deny copying. Thus Samuel Dantowitz, defendant’s presi- 
dent and treasurer says in his affidavit only that he instructed the advertis- 
ing agent to employ original copy, original photos, and original art work 
in preparing the catalog. Mr. Dunne, the advertising agent, averred in his 
affidavit only that he was so instructed and that he “at all times followed 
the specific instructions from Samuel Dantowitz to prepare a catalog which 
would be distinctive in style and presentation and which would unques- 
tionably identify the catalog as the catalog of the Albany Novelty Manu- 
facturing Company * * * ” 

The careful omission from these affidavits of any denial that copying 
took place strongly suggests that there was copying and provides addi- 





184 THE TRADEMARK REPORTER Vol. 47 T.M.R. 








tional support for the inference which naturally follows from the sub- 
stantial similarities in the two catalogs. 

Since the defendant’s affidavits contain nothing to challenge the valid- 
ity of the plaintiff’s copyrights, and since in the affidavits before Judge 
Noonan there is no denial that the defendant copied, the plaintiff was 
entitled to a preliminary injunction on the first cause of action without 
a detailed showing of danger of irreparable injury. Cf. Rushton Co. v. 
Vitale, 218 F.2d 434, 104 USPQ 158 (45 TMR 292). 

In the second cause of action the plaintiff is complaining of the 
defendant’s use of its two registered trademarks v.P.D. and SPEL-BINDER. 
In order for it ultimately to prevail in this cause of action the plaintiff 
must show that the defendant’s marks A.v.D. and SPEED-BINDER are sO 
similar to plaintiff’s marks that they are likely to cause confusion or 
deceive purchasers as to the source of origin of its goods. 15 U.S.C. 
§1114(1). We think that Judge Noonan did not abuse his discretion in 
deciding that there was sufficient doubt of plaintiff’s success in this cause 
of action to justify refusing to issue a preliminary injunction. We cannot 
say that the plaintiff is entitled to prevent the use of every three letter 
series containing the letters v and D, especially when these are the initial 
letters of VISUAL DISPLAYS, a generic name for the commodity which both 
plaintiff and defendant sell. Moreover, the defendant always uses the 
letters A.V.D. in conjunction with the name Anco. This too serves to 
distinguish the defendant’s mark from the plaintiff’s. 

Nor does it appear that SPEED-BINDER is likely to be confused with 
SPEL-BINDER. The word BINDER is a descriptive term of which the plain- 
tiff is entitled to no monopoly. Although sPrEep has several letters in 
common with spEL, the ideas conjured up by the two words are quite 
different and we think confusion is unlikely. In the absence of any show- 
ing of special irreparable damage likely to befall the plaintiff or any other 
circumstances making preliminary injunctive relief especially appropriate, 
Judge Noonan did not abuse his discretion in denying a preliminary 
injunction with respect to this cause of action. 

In its third cause of action the plaintiff complains of the defendant’s 
use of the marks PIGRAIN, LEATHERLEN, EASEL-AID, ALBUM-ITES, and VIS-0- 
top. The theory of this cause of action is that the defendant’s use of 
these expressions constitutes a false designation of origin and a false 
description and representation in violation of 15 U.S.C. §1125(a). This 
ean only be so if the alleged unregistered trademarks used by the plain- 
tiff are so associated with its goods that the use of the same or similar 
marks by another company constitutes a representation that its goods 
come from the same source. 15 U.S.C. §1125(a) requires at least that the 
defendant be guilty of a false representation. If the expressions used 
here by the defendant are not uniquely associated with the plaintiff’s 
goods there is no such false representation. 

The plaintiff alleges in its verified complaint that the marks in ques- 
tion “have been used by the plaintiff for many years in connection with 
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the sale and advertising of the goods mentioned in paragraph 5 of this 
complaint and said trademarks are owned by the plaintiff in connection 
with said goods.” It may well be that if the plaintiff has acquired a com- 
mon law trademark, the defendant’s use of that mark constitutes a false 
designation of origin within the meaning of § 1125(a). But the opposing 
affidavit of the defendant’s president, Samuel Dantowitz, raises an issue 
whether the plaintiff’s alleged trademarks were not in fact used widely 
in the industry to describe similar items of merchandise. Thus the affidavit 
states : 


“That included in [the defendant’s] catalog are the descriptive 
designations PIGRAIN, LEATHERLEN, EASEL-AID, ALBUM-ITES, and VIS-O- 
TOP, which your deponent has come to know as common descriptive 
terms used in connection with the merchandising of visual displays 
of leather or leatherette having a pig grain finish or texture includ- 
ing aids for the support of easels, small albums, and visual tops for 
desks, all of which products aNco purchases entirely or partially 
from outside sources; 

“That anco from his long association with the visual display 
industry considered these alleged trade marks to be every day common, 
descriptive terminology, used by the trade and manufacturers to iden- 
tify substantially the same products and/or materials and/or tex- 
—"*?” 


If it is true that the marks are used by many manufacturers to describe 
the same or similar products, then the defendant made no false repre- 
sentation or designation in using them in connection with its goods. This 
is a factual issue which must be resolved on trial. Until this issue is re- 
solved there remains at least some doubt that the plaintiff will ultimately 
prevail on this issue, and we cannot say that the judge abused his discre- 
tion in denying a preliminary injunction on this cause of action. 
Finally, in its fourth cause of action, the plaintiff contends that the 
acts complained of in the first three causes of action also constitute un- 
fair competition and infringement of common law trademarks. We find 
no abuse of discretion in denying a preliminary injunction on this cause 
of action for the same reasons that we found no abuse of discretion in 
denying that remedy with respect to the second and third causes of action. 
In addition to the copyright infringement, which we find should be en- 
joined, the plaintiff relies only on the alleged infringement of the two 
registered and the five unregistered trademarks. On the papers before us 
we have a substantial doubt whether the defendant has used marks suffi- 
ciently similar to the two registered marks to cause confusion. And 
with respect to the unregistered marks the papers before the District Judge 
raise an issue whether the marks are used exclusively in connection with 
the plaintiff’s products or whether they are widely used in the industry 
to describe similar items. It is true that § 368-c(3) of the General Business 
Law of New York, McK. Consol. Laws, ce. 20 broadens the traditional 
concept of unfair competition so that secondary meaning and confusion 
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of goods are no longer required.t Flint v. Oleet Jewelry Manufacturing 
Co., 133 F.Supp. 459, 106 USPQ 69 (45 TMR 1178); Noma Lites, Inc. v. 
Lawn Spray, Inc., 130 F.Supp. 124, 105 USPQ 34 (45 TMR 570) ; affirmed, 
222 F.2d 716, 105 USPQ 388 (45 TMR 976). But if the defendant has 
merely used to describe its goods designations widely used in the industry, 
there can be no injury to the plaintiff. Since the plaintiff’s right to recover 
on the fourth cause of action remains in doubt, and since there has been 
no particularized showing of irreparable damage or anything to indicate 
that the harm to the plaintiff from denying an injunction will be sub- 
stantially greater than the harm to the defendant from granting one, 
we cannot say that Judge Noonan abused his discretion in denying a 
preliminary injunction on this cause of action. 

The order denying the preliminary injunction is therefore reversed 
and remanded for immediate entry of the injunction as to the first cause 
of action and affirmed as to the second, third, and fourth causes of action. 


FORSTMANN WOOLEN COMPANY v. 
MURRAY SICES CORP. 


No. 52-124 —D.C., S.D. New York — August 30, 1956; 
as amended September 24, 1956 


REGISTRABILITY—LICENSES 
REMEDIES—INFRINGEMENT—BaASIS OF RELIEF—IN GENERAL 
REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—IN GENERAL 

One who uses the product of another as a component in the manufacture 
of finished goods may use the latter’s marks upon the said products to identify 
the source of such component. 

A cloth manufacturer, in providing its customers with labels bearing its marks 
for attachment to clothing made from its cloth, may prohibit said customers by 
contract from transferring the labels to third persons and one who with knowledge 
of such contracts induces the breach thereof is subject to restraint notwithstanding 
his use of the labels only on clothes made from the manufacturer’s cloth. 

In an action brought by a prominent cloth manufacturer against a clothing 
manufacturer wherein it was alleged that the latter had induced certain of the 
former’s customers to breach their contracts by obtaining from them quantities 
of plaintiff’s labels and had not only used such labels on clothing of a quality 
below that with which plaintiff’s name had become associated but had also made 
labels of its own featuring plaintiff’s name and mark, an injunction was granted to 
the limited extent of restraining the defendant from inducing further such breaches, 
but defendant was permitted to continue truthfully to identify plaintiff as the 
manufacturer of the cloth by making labels with plaintiff’s marks thereon and 
affixing them to the clothing so long as plaintiff was not thereby represented to 
be the source of the finished product, the court finding that not only is such a right 
inherent in anyone who resells the goods but plaintiff failed to establish its charge 
that defendant’s products were lower in quality than others upon which plaintiff 
permitted use of its own labels. 


1. For Judge Clark’s view that federal rather than state law controls see Ma- 
ternally Yours v. Your Maternity Shop, 234 F.2d 538, 110 USPQ 462 (46 TMR 1509) 
(concurring opinion). 
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Action by Forstmann Woolen Company v. Murray Sices Corp. for 
trademark infringement and unfair competition. Judgment for plaintiff 
in part and defendant in part. 

See also 40 TMR 830. 


Gainsburg, Gottlieb, Levitan & Cole (Samuel Gottlieb and Harold I. 
Cole of counsel), of New York, N. Y., for plaintiff. 

Lewis & Mound (J. Norman Lewis and James P. Durante of counsel), 
of New York, N. Y., for defendant. 


McGouey, District Judge. 

The plaintiff, claiming infringement of its copyrights and trade- 
marks and unfair competition, asks extensive injunctive relief, damages, 
an accounting and attorneys’ fees. 

The defendant denies infringement and unfair competition and 
pleads in defense that the plaintiff has been guilty of laches; that it has 
acquiesced in what the defendant has done and thus waived any claims 
it might otherwise have had; that in combination with others it has used 
its trademarks to create and maintain a monopoly in violation of the 
anti-trust laws. The latter charge is also pleaded in support of counter- 
claims for treble damages amounting to more than $1.75 million. 

On an early pre-trial motion addressed to the pleadings, the Judge 
ordered that “the issues with respect to the counterclaims contained 
in the answer are severed and the issues of the complaint with respect 
to trademark infringement, copyright infringement and unfair competi- 
tion shall be tried first.” The latter issues, except that of copyright in- 
fringement which was withdrawn prior to trial, were the subject of the 
instant trial. The “issues with respect to the counterclaims contained 
in the answer” were not tried. 

During cross-examination of the plaintiff’s first witness, defense 
counsel spent considerable time and effort in attempting, unsuccessfully, 
to elicit testimony in support of the “monopoly” defense. Suddenly, after 
the trial had proceeded for more than a week and while the first wit- 
ness was still on the stand, he moved to withdraw this defense. The 
motion was opposed and decision was reserved. It was denied at the end 
of the plaintiff’s case. The defendant thereupon rested without calling 
witnesses. 

It will be convenient to incorporate the findings of fact and con- 
clusions of law in this opinion. The former appear in the numbered 
paragraphs. ri 


1. The issues involve the anti-trust and trademark laws of the 
United States and rights thereunder which exceed $3,000 in value. 


1. Counsel made it quite clear that he was not moving to withdraw the counter- 
claims based on the alleged monopoly, but only the defense based on that charge. 
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The plaintiff and defendant are, respectively, corporations of New Jersey 
and New York. 


2. The plaintiff at all times here material and for many years before, 
manufactured and sold woolen and worsted fabrics at wholesale through- 
out the United States in competition with other manufacturers whose 
fabrics were equal in quality and renown to the plaintiff’s. 


3. The plaintiff has never required its customers to use only Forst- 
mann fabrics. It has annually sold to several hundred customers, of 
whom all but two or three also bought and used fabrics made by other 
fabric manufacturers who were in competition with the plaintiff. 


4. The plaintiff has never been, and has never held itself out to be, 
a manufacturer of garments. The plaintiff does not claim and did 
not offer to prove that purchasers of garments, whether at wholesale 
or retail, have ever believed it to be a manufacturer of garments. It 
has never sponsored or purported to sponsor any manufacturer of 
garments or his products. 


5. The defendant at all material times manufactured and sold ladies’ 
suits at wholesale throughout the United States. 


6. Since 1904, the plaintiff’s fabrics have been sold under the names 
FORSTMANN and FORSTMANN WOOLENS. 


7. The plaintiff is the owner of four trademarks registered re- 
spectively on December 12, 1939, March 3, 1942, August 15, 1944 and 
October 3, 1944. 


8. The first trademark reads FORSTMANN WOOLEN—100% VIRGIN WOOL. 
FORSTMANN is printed in Spencerian script. WOOLEN and 100% virain 
WOOL are printed in conventional block type. The word FoRSTMANN appears 
on the line above WOOLEN and both are enclosed by a decorative border 
of scrolls, at the right of which appears the letters F w co in script, with 
one solid star above and one below the letters. 


9. The second trademark consists of the single word MILATEEN in 
distinctive block type. 


10. The third trademark consists of the single word FoRSTMANN in 
distinctive ornate type, superimposed on the outlines of three evenly 
spaced fleurs-de-lis. 


11. The fourth trademark contains exactly what is in the third, plus 
100% VIRGIN WOOL in conventional block type, on a second line. 


12. The plaintiff had the third and fourth trademarks reproduced 
on heavy silk labels suitable for attachment in garments. 


13. The plaintiff has no copyright in its labels. It was so held by 
Judge Galston in Forstmann Woolen Co. v. J. W. Mays, 89 F.Supp. 964, 
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85 USPQ 200 (40 TMR 433), decided subsequent to the institution of the 
present action. Forstmann having noticed an appeal, later abandoned it. 


14. The plaintiff furnished without charge to each of its customers 
a quantity of labels sufficient to provide one for each garment made from 
the fabrics purchased, subject to the following provisions of the standard 
contract between the plaintiff and its purchasers: 


“All labels (copyrighted or which have reproductions thereon of 
any trademarks of Forstmann Woolen Co.) received by the Pur- 
chaser shall be upon the conditions as follows: The labels are not in- 
cluded as part of this sale; title to the labels is and shall always 
remain in Forstmann Woolen Co.; the Seller reserves the right to 
restrict the use of all such labels; the Purchaser’s use of such label 
shall be only in garments of approved character, grade and quality 
made of the fabrics herein contracted for, to be sold in the Pur- 
chaser’s regular course of business; the Purchaser shall not use, sell, 
assign, transfer or dispose of the labels except as herein provided, 
and the Purchaser will account for and return all unused labels to 
the seller.” 


The containers in which the labels were enclosed bore the following 
statement : 


“This carton contains woven labels the property of Forstmann 
Woolen Company. 

“Tt is expressly understood that the right to use these labels is 
granted only to the manufacturer to whom we sell the merchandise 
and upon condition that he manufactures the goods so sold into 
garments for which these labels are supplied. If the goods are not 
manufactured into garments by the manufacturers who buy them from 
us, then the labels, being the property of the Forstmann Woolen Com- 
pany, shall be returned to them. 

“Should any Forstmann Woolens be sold by a manufacturer in 
the piece, the labels may not be transferred to the buyer, nor shall 
the buyer have the right to use them. 

“The delivery and acceptance of these labels by the manufacturer 
is upon the above express conditions, the terms of which shall not be 
violated.” 


15. Some of the plaintiff’s fabrics were made solely of wool. For 
these, the plaintiff provided labels which bore either the third or the fourth 
trademark. The plaintiff also made fabrics partly of wool and partly of 
other yarns, such as silk, cashmere, camel hair, rabbit hair, ete. For each 
of the latter fabrics the plaintiff provided labels which bore the third 
trademark plus a statement, in conventional block type, of the fabric’s 
constituent yarns and their respective percentages. 


16. At all times here material, all branches of the ladies’ garment 
industry were classified in one of three general categories which are dif- 
ferentiated according to the quality and the price of the product or mer- 
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chandise involved. The highest category is called the “better quality” and 
also the “high price,” class. Below that is the “medium quality” which 
is also called the “popular price,” class. At the bottom is the “cheap 
quality” which is also called the “low price” class. 


17. Among the initiated, quality and price appear to be deemed equiva- 
lent standards and it is their common practice to denominate each class 
in terms of price. 


18. Whether garments and, therefore, those who manufacture or sell 
them, fall in one or another of the three classes does not depend solely on 
the classification of the basic fabric used. It depends also on the styling 
and design of the garments; the quality and cost of the complementary 
materials, ie. the material used for lining, binding and trimming; and 
the quality of the tailoring. 


19. The plaintiff and its fabrics are concededly in the “better quality” 
or “high price” class. 


20. The plaintiff’s name, trademarks and labels have acquired sub- 
stantial and valuable reputation and good will, 

The plaintiff contends (a) that through its sales, advertising and 
publicity techniques it has succeeded in effectuating a policy of selecting 
as customers, manufacturers who make garments of “high quality and style 
commensurate with plaintiff’s fabrics;” and (b) that because of this as- 
serted success, its trademark bearing label has “become a symbol to con- 
sumers and purchasers throughout the country, and has achieved acceptance 
and recognition as connoting an integrated product of high quality, namely, 
a superior fabric produced in a fine quality garment of high style and 
workmanship comparable to the standard of the fabric itself.” (Emphasis 
supplied. ) 

It is true enough, as subsequent findings show, that the plaintiff sold 
to “better quality” garment manufacturers and that many of these affixed 
the plaintiff’s labels in their “better quality” garments. However, since 
all the plaintiff’s fabrics are, as claimed by the plaintiff, in the “better 
quality” class, I read these contentions as in effect asserting that the plain- 
tiff has sold only to manufacturers of “better quality” garments; that it has 
authorized use of its labels only in “better quality” garments; and that as 
a result the labels, which concededly signify “better quality” fabrics, have 
come also to signify “better quality” garments. 


21. The only testimony offered in support of these contentions came 
from the plaintiff’s officials. These were certainly not disinterested wit- 
nesses. And their testimony, especially that of Ellis and Huss, showed 
that it was based on but meager and superficial acquaintance with the 
reactions, if any, of “consumers and purchasers throughout the country” to 
the presence of the plaintiff’s labels in garments. The plaintiff offered no 
testimony by wholesalers, retailers, consumers or others who might be ex- 
pected to have reliable knowledge. 
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22. The offered testimony lacks sufficient weight to support the con- 
tentions which in the light of facts hereafter found are rejected. 


23. The plaintiff, for many years, has regularly spent upwards of $1 
million annually in exploiting its fabrics and its labels. It maintains pro- 
motion, publicity and advertising departments. 


24. The promotion department prepares and distributes information 
about Forstmann fabrics among garment manufacturers and retail stores. 
It also arranges for some unnamed manufacturer to make up, for promo- 
tion and advertising displays, a limited number of garments of fine design, 
style and workmanship. These garments remain the property of the plain- 
tiff until disposed of privately ; they are never offered for public sale. 


25. The publicity department prepares and distributes information 
about Forstmann fabrics in new colors to newspaper, magazine, radio and 
television fashion editors. 


26. The advertising department places advertisements in newspapers, 
magazines and other media of nationwide communication. 


27. All advertising and promotional material features the plaintiff’s 
labels in a context which describes and emphasizes the fine quality of the 
fabrics and their desirability as material for garments. 


28. Typical of the advertisements are those which since 1941 have ap- 
peared in full pages of the magazines Life, Vogue and Harpers Bazaar. 
Up until about 1944 these consisted of a photograph of a model wearing 
one of the specially made garments, together with sketched or photographed 
swatches of fabric. Superimposed on the latter appeared a copy of one of 
the plaintiff’s labels. About 1944 the form of these advertisements was 
changed somewhat. Since then, they have consisted of a photograph of a 
model wearing one of the specially made garments, against an arresting 
background of many folds of different colored fabrics greatly enlarged 
to show the details of weave and texture. In one corner of the advertise- 
ment, superimposed on the fabric, appears a copy of one of the plaintiff’s 
labels surmounted by the words “Quality, Craftsmanship, Style.” Directly 
beneath the label appears the legend “This label identifies the finest woolens 
in the world.” 


29. The advertisements both before and after 1944 contained state- 
ments of which the following examples are typical: 


“PORSTMANN WOOLEN—100% Virgin Wool. Coats, suits and 
dresses made from these incredibly beautiful Forstmann textures have 
a way of retaining their original fashion lines right up to the time the 
clothes are worn out. For virgin wools are living wools—lush, springy, 
vital—made to enhance lovely young figures in action. Specify beauti- 
ful Forstmann woolens—for homemade, ready-made or made-to-order 


costumes.” 
~ — Oe oe 
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“FORSTMANN—100% Virgin Wool. That’s the way it always is with 
beautiful Forstmann textures. Coats, suits, and dresses fashioned 
from them are especially fiattering—and remain so after months of 
hard wear. That’s because shapely Forstmann fabrics are all made 
from living virgin wools—never (like some woolens) of reprocessed 
or reused wools. Superbly fashioned they retain their flawless fit 
throughout an active life. Look to the ‘life-line’ of your every woolen 
costume—ready-made or made-to-order.” 

* * * oe % 

“PORSTMANN, 100% Virgin Wool. Forstmann virgin wools, you 
know, are fresh living wools. That’s why they can make even the 
most casual ‘little woolen’ take on an air of importance. Wear a Forst- 
mann label this summer—in your ready-made costumes, or in those 
you run up yourself.” 


“FORSTMANN woolens combining superlative quality and workman- 
ship, are shared now with the armed forces. Nevertheless, you'll find 
a wide selection bearing this famous label at finer shops.” 


following are excerpts from typical press releases: 


“The illusion of tweed pattern is one of this Fall’s big texture 
stories. Here a city slicker has the gentle luster of broadcloth with the 
tiny check pattern of a tweed—it is Forstmann’s light-as-air suiting 
suavely cut by Jablow.” 

~ 7” * * ~ 

“The charming look of unstudied ease seen in the new Fall fash- 
ions is most brilliantly expressed in woolens of lavish beauty. Forst- 
mann underscores this trend importantly by putting emphasis on 
woolens and worsteds of high embellishment yet unexaggerated sur- 
face effect. The 1954 Fall collection weaves color and texture magic 
in many ways. It may be through the deft use of rare fibers combined 
with wool, both in the body of the fabric and on the face—or a decora- 
tive accent of fur or pure silk.” 


The full text from whi; the latter excerpt is quoted, discusses also the 
following matters: versaiile color schemes in wool; the opulent touch of 
textures; the finesse of tweeds. 


30. In the context of the advertisements the words “Quality, Crafts- 
manship, Style” above the label refer to and describe only the plaintiff’s 
fabrics. They do not refer to or describe garments as such, in which 
the plaintiff’s fabrics are used. 


31. There has been great demand for the plaintiff’s fabrics. How- 
ever, it has not sold to all who sought to buy from it. The plaintiff has 
always sought to have its fabrics, name, trademarks and labels associated 
in the minds of consumers with garments of good quality. Accordingly, in 
selecting customers it has preferred to sell to garment manufacturers 
whose products it considered to be of good style, design and workmanship. 
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However, as later findings show, the plaintiff, in practice, has deemed it 
to be consistent with this policy and in keeping with its standard to accept 
as customers, manufacturers of “medium quality” garments as well as 
those whose garments were in the “better quality” class; and others. 


32. The plaintiff’s customers included large garment manufacturers, 
department stores which sold piece goods and jobbers of piece goods 
who sold to customer tailors and small garment manufacturers. The 
manufacturers to whom plaintiff sold were in both the “better quality” and 
the “medium quality” classes, the former being in the majority. 


33. Garments made by its customers and bearing the plaintiff’s labels 
were sold in both “better quality” and “medium quality” retail shops and 
similar sections of department stores. Retailers, in their advertising, fre- 
quently featured the plaintiff’s name and labels. 


34. The plaintiff did not know who bought its fabrics and received its 
labels from department stores and jobbers; or the classification of the 
garments made by such buyers. 


35. The plaintiff urged the manufacturers among its customers to affix 
its labels in their garments, and most of them did so. Some, including 
“better quality” manufacturers, did not. Each manufacturer who used 
Forstmann fabrics also affixed his individual label which identified him 
rather than Forstmann as the maker of his garments. As far as appears, 
no manufacturer who failed to use the plaintiff’s labels was thereafter 
rejected as a customer because of such failure. 


36. There is considerable price overlap between the highest class and 
the middle class and between the latter and the lowest class. Accordingly, 
there is no specific price which distinguishes the bottom of the “better 
quality” class from the top of the “medium quality” class, which are the 
two involved in this litigation. 


37. There is also a considerable range of prices within each class. 
These variations are the result of several factors among which are the fol- 
lowing: quality and cost of basic and complementary fabrics; style; design; 
quantity and quality of trimming; quantity and quality of hand work. 
At the retail level, the retailer’s standing in the industry, his location and 
his mark-up policy are also important factors. 


38. The prices of garments made of the plaintiff’s fabrics by its 
manufacturer customers and bearing the plaintiff’s labels varied widely 
both at whosesale and retail. During the period here material, such gar- 
ments retailed at prices which ranged from $30 to $300. There was no 
evidence that the plaintiff fixed, or participated in any way in determin- 
ing, those prices. 


39. The plaintiff knew that “medium quality” manufacturers among 
its customers affixed its labels in their garments. The plaintiff did not with- 
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hold or demand return of its labels from any of such customers, and it 
took no other measures to prevent its labels from being affixed by such 
customers in any of their “medium quality” garments regardless of the price 
(within the “medium quality” range) at which such garments were sold. 


40. The plaintiff’s trademarks and its labels signify fabrics of “better 
quality.” They have only the same but no wider significance when they 
appear in a garment. They do not signify that the garment as such, in 
which they appear, is in the “better quality” class. 


THe DEFENDANT’s PRACTICES 


41. The defendant, since its incorporation in 1947, has manufactured 
only “medium quality” or “popular price” garments which it sold whole- 
sale at prices ranging from $24 to $59. The defendant enjoyed a good 
reputation in the ladies’ garment industry. It received favorable publicity 
and its garments were sold throughout the United States by many well- 
known department stores. Many of the latter featured the defendant’s 
name in their own advertising, as the manufacturer of the garments they 
offered for sale. 


42. From the time it commenced business in 1947, the defendant, 
though never a customer of the plaintiff, manufactured ladies’ suits of one 
of the plaintiff's most popular fabrics, which is known by the name 
MILATEEN. The defendant also manufactured suits of fabrics made and 
sold by competitors of the plaintiff. 


43. The defendant first tried to buy MILATEEN from the plaintiff in 
August, 1948. The plaintiff did not accept the defendant as a customer. 


44. The defendant at all times purchased MILATEEN, at prices higher 
than the plaintiff charged, from manufacturers and jobbers who were cus- 
tomers of the plaintiff and from brokers. The defendant in newspaper 
advertisements made offers to these sources to “take all quantities and 
the price will open your eyes!” 


45. The defendant admittedly recognized, and desired to get the 
benefit of, the good will attached to the plaintiff’s name, trademarks and 
labels in order to facilitate the sale of its suits made of MILATEEN. The 
defendant accordingly sought and received from its suppliers quantities of 
the plaintiff’s labels. 


46. While there was no direct evidence that the defendant ever saw the 
plaintiff’s contract provisions set out above as to labels or the warnings on 
the plaintiff’s label containers, it is incredible that the defendant was 
ignorant of the plaintiff’s label policy which was well established. It is 
likewise incredible that the defendant’s suppliers in every instance removed 
the labels from the plaintiff’s containers before delivering them to the 
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defendant, or in every instance removed the warning notices from the 
containers, and there was no testimony that they did so. 


47. It is a reasonable inference and I find accordingly that the defen- 
dant knew that the plaintiff’s labels, which it sought and acquired, were 
the property of the plaintiff which had delivered them to its own cus- 
tomers subject to the contract limitations set out above. 


48. The defendant knowingly and deliberately induced customers of 
the plaintiff to violate their contracts with the latter. 


49. The defendant, although it never received the plaintiff’s permis- 
sion or consent to do so, affixed the plaintiff’s labels in garments made 
of MILATEEN. 


50. The defendant did not always succeed in getting as many of the 
plaintiff’s labels as it needed for the number of suits which it made out 
of the MILATEEN it acquired. In order to make up for the deficiency, the 
defendant had other labels made which it used as substitutes for the 
plaintiff’s. These substitutes, which were of different texture, were clearly 
distinguishable from the plaintiff’s labels in other respects also. The out- 
lined fleurs-de-lis were omitted from the substitute labels and their legends, 
which were different, were printed in type styles which differed from those 
used in the plaintiff’s labels. The legends were in two forms. One read, 
FORSTMANN MILATEEN 100% virGIN wooL. This was a combination of the 
words used in the plaintiff’s second and fourth trademarks. No label of the 
plaintiff combined the words of these two trademarks, and no such combina- 
tion appears in any of the plaintiff’s advertising, promotional or publicity 
material in evidence. The second legend read, “The fabric in this Suit is 
FORSTMANNS [sic] MILATEEN.” No label of the plaintiff contained such 
legend. 


51. The basic fabric in every garment in which the defendant affixed 
either one of its substitute labels or a label of the plaintiff was in fact, and 
as represented, MILATEEN manufactured by the plaintiff. 


52. The substitute labels, as well as the plaintiff’s labels, when affixed 
by the defendant in its garments constituted true statements of fact as 
to the source of the basic fabric in such garments. 


53. The defendant also affixed in each of its garments an additional 
label which clearly indicated that the garment had been manufactured by 
the defendant. The latter did not represent or suggest, either directly or 
indirectly, that its garments had been manufactured by the plaintiff. On 
the contrary, the defendant strove, by means of extensive publicity, to 
achieve recognition as the manufacturer of its garments which it claimed 
to be of good “medium quality.” 

As prior findings show, the plaintiff never gave its customers title to 
its labels, and the defendant’s possession of some of them came about 
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solely through breaches of contract which the defendant induced the 
plaintiff’s customers to commit. Accordingly, the plaintiff is entitled to 
have the defendant restrained from appropriating the plaintiff’s labels 
and also from inducing customers of the plaintiff to breach their contracts 
by selling or giving the plaintiff’s labels to the defendant or others unless 
authorized to do so by the plaintiff. 

There remain to be considered the claims of trademark infringement 
and unfair competition. In considering the first of these it must be noted, 
we have here no question of “palming off” the goods of another as those 
of the plaintiff, since each garment bore a label which clearly showed the 
defendant, not Forstmann, to be the maker. 


54. No ordinarily intelligent purchaser was, or could possibly be, 
confused or misled into the belief that Forstmann was the maker of the 
defendant’s garments. 

The defendant, under the doctrine of Prestonettes, Inc. v. Coty? was, 
in the circumstances here found to exist, entitled to inform consumers 
through the plaintiff’s name and mark that the basic constituent of its 
garments was fabric manufactured by Forstmann. And so it must be 
held here as it was in Forstmann Woolen Co. v. J. W. Mays® that the de- 
fendant has not infringed the plaintiff’s trademarks. 

The plaintiff does not rest its claims on its trademarks alone but also 
on the defendant’s alleged “unfairness” in manufacturing, selling and in- 
serting the plaintiff’s labels in “garments made of plaintiff’s trademarked 
fabric MILATEEN which were not of a quality or workmanship and style 
comparable to the workmanship and style in suits manufactured of the 
same trademark fabric by plaintiff’s customers and sold in the better and 
higher priced quality retail stores and in the better and higher priced 
quality departments of department stores. 

It is, of course, obvious from the facts already found that the defen- 
dant’s “medium quality” garments were not “comparable” to garments of 
“better and higher priced quality.” But it is difficult to see how this cir- 
cumstance constituted unfair competition. The same was true of garments 
made by “medium quality” manufacturers who were regular customers 
of the plaintiff. The plaintiff is not, has never claimed to be and was not 
at any time believed by consumers to be, a garment manufacturer; and its 
label is not a symbol of a garment’s classification. Thus, in the MILATEEN 
suits which the defendant produced, the absence of those features which 
customarily are found in “better quality” suits was not and could not be 
attributed to the plaintiff. The consumer was clearly informed that Sices, 
not Forstmann, manufactured the suits and was therefore responsible for 
the deficiency, if any, in design, style and workmanship. Accordingly, it 
was not unfair competition for Sices to inform consumers through use of 


2. 264 U.S. 359 (18 TMR 135). 
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the plaintiff’s name and mark that the basic fabric in its suits was FORST- 
MANN’S MILATEEN. See Champion Spark Plug Co. v. Sanders* and Forst- 
mann Woolen Co. v. J. W. Mays, supra. 

In any event, the following facts also require rejection of the plaintiff’s 
contention as to unfair competition. 


55. The plaintiff did not prove that garments manufactured by the 
defendant were, in general, inferior in quality to similarly priced gar- 
ments of “medium quality” produced by manufacturers who were cus- 
tomers of the plaintiff. The most the plaintiff proved, and this only by 
accepting at full value the opinion of the three hardly disinterested Forst- 
mann officials who were the only witnesses called to testify to it, was that 
one particular Sices suit (Ex. 29) which retailed at about $69 reflected 
poorer style and workmanship than one particular suit (Ex. 47) made by 
a “medium quality” customer of the plaintiff. The latter suit sold at 
$59 wholesale and in the opinion of Forstmann’s sales manager “would 
retail anywhere from $80 to ( * * * ) $100, depending on the store and 
where [i.e. in which department of the store] it was carried.” 

As the following findings show, the defendant failed to sustain its de- 
fenses of laches, acquiescence and waiver, and they must be dismissed. 


56. The plaintiff at all times has been alert and vigilant in defend- 
ing its rights and, when necessary, has sought the aid of courts in pro- 
tecting its good name and the valuable good will which its name, trademarks 


and labels have acquired. 


57. Some of the plaintiff's manufacturer customers at times resold 
Forstmann fabrics in the piece and, in disregard of the contract restric- 
tions, delivered to the purchasers the plaintiff’s labels. In order to ascer- 
tain the identity of such violators, the plaintiff from time to time had 
special identifying marks placed on the underside of the labels and kept 
records of those who received them. There was no evidence that the plaintiff 
refused to resell to customers who violated their contracts by giving or 
selling the plaintiff’s labels to others, but the plaintiff always promptly 
remonstrated with and tried to persuade such customers to desist. 


58. The plaintiff also learned that at times its labels had been affixed, 
but not by the present defendant, in garments made of fabric which was 
not of plaintiff’s manufacture. In such instances the plaintiff promptly 
investigated and remonstrated with the offenders who thereupon, as a 
rule, removed the labels and discontinued using them. If they did not, 
the plaintiff brought suit. 


59. The plaintiff did not acquiesce in the defendant’s use of the 
plaintiff’s labels or the substitute labels. When the plaintiff learned that 
its own and the substitute labels were being used by the defendant, it 


4. 331 U.S. 125, 73 USPQ 133 (37 TMR 323). 
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promptly tried to persuade the defendant to desist. When its efforts failed, 
the plaintiff seasonably commenced the instant suit. 

The defendant wholly failed to sustain its sixth defense. Accordingly, 
this defense must be stricken. 

The evidence did not show any measurable damages to the plaintiff and 
so no accounting will be ordered. See Champion Spark Plug Co. v. Sanders, 
supra, and Triangle Publications, Inc. v. Rohrlich.® 


CONCLUSIONS 


1. The defendant has not infringed the plaintiff’s trademarks. 


2. The defendant has not competed unfairly with the plaintiff. 


3. The plaintiff has not been guilty of laches and has not acquiesced 
in, or waived its rights with respect to, the defendant’s appropriation of 
and use of the plaintiff’s labels. 


4. The plaintiff is entitled to an injunction restraining the defendant 
from inducing the plaintiff’s customers to breach the label provisions 
of their contracts with the plaintiff; from acquiring or using without the 
plaintiff’s consent, the latter’s labels or exact reproductions thereof; and 
directing the defendant to turn over all labels of the plaintiff to the 
latter if any are still in the defendant’s possession or control. 


5. The plaintiff is not entitled to damages, an accounting or attorneys’ 


fees. 
A decree in accordance with this opinion may be submitted on notice. 


NATIONAL VAN LINES, INC. v. DEAN, trading as 
NATIONAL TRANSFER & STORAGE CO. 


No. 14975 —C. A. 9 — October 18, 1956 


REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—IN GENERAL 
STATE STATUTES 

The law of the state in which the alleged acts of unfair competition occurred 
governs an action brought thereon in the federal courts. 

Unfair competition is proscribed by statute in California and in establishing 
a cause of action thereunder based upon the deceptive use of a similar name it is 
not necessary to prove fraud since the statute inhibits both “unfair” and “fraudu- 
lent”? business practices. 

Under the California statute pertaining to unfair competition, actual confusion 
or deception need not be shown for it is sufficient that there exists a likelihood 
thereof. 

In determining whether a likelihood of confusion or deception exists in the 
proof of a claim of unfair competition under the California statute, the test to be 


5. 167 F.2d 969, 77 USPQ 196 (38 TMR 516). 
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applied is whether a person exercising such care, caution and perceptiveness as the 
public may be expected to exercise would mistake one mark for the other. 


REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—IN GENERAL 


An intent to deceive need not be shown to establish a case of unfair competition 
but if such an intent is proven it raises a presumption that confusion and deception 
exist. 

A latecomer who deliberately copies the dress of his competitors must prove 
that his efforts were futile. 

A striking similarity between the distinctive features of two service marks 
was found to exist where one consisted of the words NATIONAL VAN LINES, INC. 
displayed over a shield with red and white or black and white vertical stripes 
forming the lower portion thereof and the other consisted of the words NATIONAL 
TRANSFER & STORAGE displayed over an outline map of the United States, the lower 
part of which contained red and white or black and white vertical stripes; the 
principal characteristic of each mark lay in the use of vertical stripes in red and 
white or black and white below a name beginning with the word NATIONAL and the 
likelihood of confusion was enhanced by the fact that both parties rendered the 
same service and both used the mark in the same way. 

The defendant having imitated the distinctive features of plaintiff’s mark by 
using the word NATIONAL together with vertical colored stripes, could not avoid 
a charge of unfair competition by showing that many others, including competitors 
of the parties, use such elements; the plaintiff was not seeking to protect either 
element standing alone but rather the composite of the two and his right to do 
so could not be destroyed by third parties’ use of either the word or the stripes 
alone. 

The circumstance that defendant adopted a mark similar to that of plaintiff 
shortly before terminating its relationship as plaintiff’s agent creates a compelling 
inference that defendant intentionally sought to confuse and deceive prospective 
purchasers and thereby to appropriate plaintiff’s good will. 

Notwithstanding a third party’s prior use of the name NATIONAL VAN LINES, 
it was unfair competition for defendant to imitate the distinctive features of 
plaintiff’s service mark by using both the word NATIONAL and a colored stripe design. 


TRADEMARK ACT OF 1946—CONSTRUCTION—SECTION 2 


REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—IN GENERAL 
In the absence of proof that a shield with vertical stripes is an official coat- 
of-arms or insignia of the United States it becomes unnecessary to determine 
whether such status would defeat plaintiff’s claim of unfair competition. 


REMEDIES—UNFAIR COMPETITION—DEFENSES 
The defenses of laches, acquiescence and estoppel were not established by a 
showing that plaintiff delayed two years after the defendant commenced its un- 
authorized use of the mark before making complaint and a further year before 
instituting suit. 


REMEDIES—UNFAIR COMPETITION—SCOPE OF RELIEF 

Whether or not an accounting should be ordered preparatory to an allowance 
of damages is largely a matter of discretion. 

While some loss of business undoubtedly occurred and inconvenience and dis- 
ruption of its office routine was suffered by plaintiff, the absence of specific evidence 
of substantial losses resulting from defendant’s unfair competition made it unfair 
to award defendant’s profits to plaintiff. 

The defendant’s acts of unfair competition having been wilfully performed 
and calculated to trade upon plaintiff’s good will, an award of reasonable attorney’s 
fees was granted notwithstanding the denial of an accounting or damages. 
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Action by National Van Lines, Inc. v. Alfred E. Dean, trading as 
National Transfer & Storage Co., for trademark infringement, unfair 
competition, and breach of contract. Plaintiff appeals from District Court 
for Southern District of California from judgment for defendant. Reversed. 


Wilkinson, Huxley, Byron & Hume, Gerrit P. Groen, and Kenneth T. 
Snow, of Chicago, Illinois, and Albert J. Fihe, of Burbank, California, 
for appellant. 


Mason & Graham, Collins Mason, William R. Graham, Howard B. Turren- 
tine, C. P. Von Herzen, and S. L. Ladig, of Los Angeles, California, 
for appellee. 


Before STEPHENS, CHAMBERS, and Hamiey, Circuit Judges. 


HaMLEyY, Circuit Judge. 


This is an action for injunctive relief, an accounting, and damages. 
It is based on the asserted infringement of a registered service mark, un- 
fair competition and breach of contract. Judgment was entered for defen- 
dant, and plaintiff appeals. 

Appellant, National Van Lines, Inc., is an Illinois corporation. It 
engages in the nation-wide business of moving household goods by motor 
van. The fore-runner of the present company was started in 1928, under 
the name NATIONAL SHIPPERS & MOVERS. In about 1930, the company began 
using this name, placed horizontally on a shield with vertical stripes, as a 
service mark. 

In June, 1934, the business was incorporated under the name NATIONAL 
VAN LINES, INC. The service mark was then changed to its present form. 
It shows the new name in blue or black, between heavy red or black lines, 
across the middle of a shield. The upper part of the shield is in blue or 
black, across which the words NATION WIDE appear in white. The lower part 
of the shield, outlined in blue or black, consists of red and white, or black 
and white, vertical stripes. 

Late in October, 1944, appellant and appellee, Alfred E. Dean, entered 
into negotiations looking to the execution of an agency contract. In con- 
templation of this arrangement, Dean began a local moving van business 
in the San Diego Bay area, under the name NATIONAL VAN & STORAGE. 
The contract was signed on November 7, 1944. Under its terms, appellee 
undertook to book interstate shipments for appellant on a commission 
basis. The business so booked was to be handled by appellant under the 
latter’s name. 

Appellee, who was permitted to continue his local moving business, 
agreed in this contract that he would not use the names NATIONAL VAN, 
NATIONAL VAN LINES, Or NATIONAL VAN LINES, INC. As soon as the contract 
was executed, Dean accordingly changed his firm name to NATIONAL TRANS- 
FER & STORAGE CO. 

On May 17, 1948, appellant filed an application for the registration 
of its service mark, described above, on the principal register of the United 
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States Patent Office. The application states that no claim is made to the 
words NATION WIDE and VAN LINES, INC. apart from the mark as shown. 
This mark was registered on September 11, 1951. On January 4, 1952, 
appellant filed a similar application to register the service mark NATIONAL 
VAN LINES without the shield. This was registered on September 9, 1952. 

In November, 1949, Dean adopted the service mark which, appellant 
asserts, infringes upon the latter’s mark, constitutes unfair competition, 
and amounts to a breach of the agency contract. In Dean’s mark, the 
words NATIONAL TRANSFER & STORAGE, in blue or black, are superimposed 
across the middle of an outline map of the United States. The word 
NATIONAL is emphasized by the use of shaded block letters. The upper 
part of the outline map is shown in light blue or gray. The lower part 
consists of red and white, or black and white, vertical stripes, across which 
the words COAST TO COAST VIA MOTOR VAN appear. 

The agency contract was canceled by Dean on February 20, 1950. He 
immediately changed the character of his business from that of a local 
mover to a nation-wide mover. His business increased from a four-van 
local moving business, grossing $8,900 in 1944, to an eighty-three-van 
nation-wide business, grossing $688,000 in 1951. Thus, appellant and 
appellee became, and now are, direct nation-wide competitors. 

Appellant instituted this action on November 26, 1952. An injunction, 
accounting, and damages were sought. Appellee answered with a general 
denial, an affirmative defense questioning the validity of appellant’s trade- 
marks and registrations, and an affirmative defense of estoppel. 

After trial, findings of fact, conclusions of law, and a judgment were 
entered favorable to appellee. The court found the appellee had not com- 
mitted any act of trademark infringement, had not committed any act 
of unfair competition, and had not violated the contract. It was found that 
there was no likelihood of confusion occurring in the public mind as 
between appellant and appellee, or their services. The court also found 
that, about six months before the trial, appellee changed the name of 
his business to DEAN VAN LINES, and is no longer using the name NATIONAL 
TRANSFER & STORAGE CO. While the court entered findings favorable to ap- 
pellee on factual questions pertinent to the validity of appellant’s trade- 
marks and registrations, there was no express holding as to their validity 
or invalidity. 

Appellant asserts that a cause of action was established with respect to 
all three theories pleaded. If appellant is correct as to any one of these, 
the trial court erred in rendering judgment for appellee. We will first 
direct our attention to the specifications of error pertinent to appellant’s 
claim of unfair competition. 


1. Infringement of registered service mark, unfair competition, and breach of 
contract. 





THE TRADEMARK REPORTER Vol. 47 T. M. R. 


As to this claim, the law of the state in which the acts occurred 
(California) governs. Sunbeam Furn. Corp. v. Sunbeam Corp., (9th Cir.) 
191 F.2d 141, 731, 909 USPQ 43 (41 TMR 818) and 91 USPQ 227. 

Unfair competition is proscribed by statute in California, and may be 
enjoined.? The deceptive use of a similar name, or the emblematic repre- 
sentation of such name by a competitor, is unfair competition.* It is not 
necessary to prove fraud, since the California statute, as amended in 1933, 
refers to “unfair or fraudulent business practice.” (Emphasis supplied.) * 

Nor is it necessary to prove that any. person has been confused or 
deceived ; it is sufficient that there is a likelihood of deception. MacSweeney 
Enterprises, Inc. v. Tarantino, 106 Cal. A.2d 504, 235 P.2d 266, 91 USPQ 
73 (41 TMR 1084). The test to be applied in determining whether there 
is a likelihood of deception is stated in American Automobile Ass’n v. 
American Automobile Owners Ass’n, 216 Cal. 125, 13 P.2d 707, 83 A.L.R. 
699, 14 USPQ 263 (22 TMR 479) as follows: 


“Would a person exercising that care, caution and power of per- 
ception which the public may be expected to exercise in the matter 
which it has in mind, mistake one of said emblems for the other?” 
(p. 710, 22 TMR 484).° 


The trial court found that, except for possible isolated instances 
involving careless observers, there is no likelihood of any confusion oc- 
curing in the public mind as between appellant and appellee, or their 


services. 

We believe this finding to be clearly erroneous. There is a striking 
similarity of the distinctive features of the two service marks. The princi- 
pal characteristic of each is the use of vertical stripes in red and white, or 
black and white, below a name which begins with the word NATIONAL. 
The likelihood of confusion is enhanced because of the fact that both 
companies render the same kind of service, and both use the mark on 
moving vans and in telephone directory advertising. 

It is true that, in one case, the vertical stripes take the form of a 
shield, and in the other, of an outline map of the United States. This 


2. Civil Code of California (1949) $3369: 


“ne & 


“(2) [Unfair competition enjoinable] Any person performing or 
proposing to perform an act of unfair competition within this State may 
be enjoined in any court of competent jurisdiction. 

“(3) [Definitions] As used in this section, unfair competition shall 
mean and include unfair or fraudulent business practice and unfair, un- 
true or misleading advertising and any act denounced by Penal Code 
sections 654a, 654b or 654c.” 

3. Pohl v. Anderson, 13 Cal. A.2d 241, 5 P.2d 992; American Distilling Co. v. 
Bellows & Co., 102 Cal. A.2d 8, 226 P.2d 751, 88 USPQ 254. 

4. Wood v. Peffer, 55 Cal. A.2d 116, 130 P.2d 220; McCord v. Plotnick, 108 Cal. 
A.2d 392, 239 P.2d 32, 92 USPQ 151; Schwartz v. Slenderella Systems, 43 Cal. 2d 
107, 271 P.2d 857, 102 USPQ 177 (44 TMR 1170). 

5. See, also Scudder Food Products v. Ginsberg, 21 Cal. 2d 596, 134 P.2d 255, 
56 USPQ 542 (33 TMR 243). 
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seems to us a relatively insignificant difference, wholly inadequate to estab- 
lish the separate identities of the otherwise similar marks. 

On June 15, 1953, appellee announced that he would thereafter operate 
under the name DEAN VAN LINES. The explanation publicly given for this 
change was that, because so many companies operate under names be- 
ginning with the word NATIONAL, “ * * * we have experienced difficulties 
from time to time, due to confusion of similar names.” In so far as ap- 
pellant’s competing service is concerned, it seems clear that appellee 
added to this admitted confusion by adopting the distinctive vertical- 
stripe feature of appellant’s mark. 

It was no pure coincidence or mere inadvertence which caused ap- 
pellee to adopt a mark so like that of appellant. He developed his ser- 
vice mark at a time when he was an agent for appellant, and shortly 
before terminating that relationship. He was fully aware of the fact that 
appellant was then using and extensively advertising such a mark. The 
inference is compelling that appellee intentionally sought to confuse and 
deceive prospective customers and thereby accomplish a transfer of busi- 
ness and good will from principal to erstwhile agent. The trial court’s 
finding to the contrary is clearly erroneous. 

It is not essential to show intent to deceive in order to establish a case 
of unfair competition. But, if such an intent is shown, it raises a resump- 
tion that deception and confusion resulted. As stated in National Lead Co. 
v. Wolfe, (9th Cir.) 223 F.2d 195, 105 USPQ 462 (45 TMR 963), cert. 
denied, 350 U.S. 883, 100 L.Ed. 78, 76 S.Ct. 135, 107 USPQ 362. 


“« * * * a late comer who deliberately copies the dress of his 
competitors already in the field, must at least prove that his effort 
has been futile * * * . ” (p. 202, 45 TMR 970) 


We need not, however, speculate as to the likelihood of confusion be- 
tween the two marks. The testimony is well-documented and undisputed 
that actual confusion did result. This testimony came from one of ap- 
pellee’s customers, three competitors, and two of appellant’s employees. 
Appellee, himself, testified that, in the Monterey area, his company had 
experienced some confusion as to the identity of the two companies. 

We therefore hold that use by appellee of a service mark utilizing the 
word NATIONAL in connection with vertical stripes is likely to confuse and 
deceive, causing members of the public to mistake such mark for the 
prior mark of appellant.® 

Appellee urges, however, that there are other reasons why appellant 
cannot prevail on its claim of unfair competition. 


6. Appellee appears to have now abandoned the use of NATIONAL with the vertical 
stripes. Instead, he uses DEAN VAN LINES with vertical stripes. The ruling just stated 
does not apply to the latter service mark. It is necessary to deal with the earlier service 
mark, however, since it was the one in use when this action was commenced. Moreover, 
appellee has not legally abandoned the former mark. 
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In this connection, it is argued that the word NATIONAL is a geographic 
adjective which is neither fanciful nor distinctive, and hence incapable of 
appropriation as a service mark. It is also argued that appellant does not 
have the exclusive use of the word NATIONAL, nor of the vertical stripes, 
since many other companies, including some which engage in the moving 
business, utilize one or the other of these insignias. 

Appellant is not seeking to protect the word NATIONAL or vertical 
stripes, considered separate, as service marks. It is the composite of the 
word plus the stripes which appellant here defends. As Mr. Justice Holmes 
said, in Schlitz Brewing Co. v. Houston Ice Co., 250 U.S. 28, 63 L.Ed. 822, 
39 S.Ct. 401 (9 TMR 279), “It is a fallacy to break the fagot stick by 
stick.” No other company, save appellee, was shown to be using such a com- 
posite mark at the time this suit was brought. That composite mark, in our 
opinion, is sufficiently distinctive to deserve judicial protection. 

Appellee argues that injunctive relief and damages should be denied 
because a Wisconsin company engaged in the moving business made prior 
use of the name NATIONAL VAN LINES, and continues to use such name. 

This argument is without merit as to the claim of unfair competition 
now under discussion. Once it is established that a late comer’s use of 
another’s business insignia is likely to deceive or confuse, a case of unfair 
competition is established. Such practice is unfair to appellant, notwith- 
standing another’s prior use of the name component of appellant’s ser- 
vice mark.’ 

Appellee refers to appellant’s service mark as being a close simula- 
tion of the “official shield” of the United States. This is apparently in- 
tended to give application to 15 U.S.C.A. §1052(b), which provides that a 
trademark may not consist of or comprise the flag or coat-of-arms or other 
insignia of the United States. 

Appellee, however, fails to cite any authority, statutory or otherwise, 
for the proposition that a shield with vertical stripes is an official coat-of- 
arms or insignia of the United States. We need not decide whether, if such 
were the case, it would defeat appellant’s claim of unfair competition, as 
distinguished from its claim of service mark infringement. 

Appellee cites Procter & Gamble Co. v. J. L. Prescott Co., (3d Cir.) 102 
F.2d 773, 40 USPQ 434, (29 TMR 405), cert. denied, 308 U.S. 557, 84 
L.Ed. 468, 60 S.Ct. 80, 48 USPQ 521, and Aunt Jemima Mills Co. v. 
Rigney & Co., (2d Cir.) 247 F. 407, (8 TMR 163), cert. denied, 245 U.S. 
672, 62 L.Ed. 540, 38 S.Ct. 222, for the proposition that “estoppel by 
laches” precludes appellant from obtaining relief in this suit. 

In the Procter & Gamble case, it was held that where a competing 
product had been aggressively marketed over a period of eight years, with 
millions of dollars being spent to advertise it before an injunction was 
sought, laches was a defense. In the Aunt Jemima case, it was held that, 


7. Del Monte Special Food Co. v. California Packing Corp. (9th Cir.), 34 F.2d 
774, 3 USPQ 15 (19 TMR 443). See, also, American Philatelic Society v. California, 
3 Cal, 2d 689, 46 P.2d 135. 
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although plaintiff had delayed eight years in asserting its rights, it was 
still entitled to an injunction, though not to an accounting and profits. 

In the instant case, there was nothing approaching such a delay in the 
assertion of appellant’s claim. The name NATIONAL TRANSFER & STORAGE CO., 
assumed by appellee while the agency relationship existed, was not de- 
ceptive prior to the addition of the vertical stripes. The stripes were added 
late in 1949, shortly before the agency was terminated. On November 9, 
1951, appellant complained to appellee of the latter’s use of the service 
mark. The action was instituted on November 26, 1952. 

In our opinion, these facts fail to establish a defense of acquiescence, 
laches, or estoppel. 

We hold that appellant is entitled to an injunction restraining appel- 
lee from continuing or resuming the unfair competition complained of, as 
it existed when this suit was instituted. The conclusion so reached makes it 
unnecessary to consider appellant’s alternative theories of service mark 
infringement and breach of contract. 

Appellant asked not only for an injunction, but also for an account- 
ing and damages. The trial court did not pass upon this matter, since 
it held that no cause of action was established. 

Whether or not, if unfair competition is shown, an accounting proceed- 
ing should be ordered, preparatory to the allowance of damages, is largely 
a matter of discretion. Dad’s Root Beer Co. v. Doc’s Beverages, 94 F.Supp. 
121, 87 USPQ 422 (41 TMR 149), affirmed, 193 F.2d 77, 91 USPQ 306 
(42 TMR 37) (2d Cir.). 

A careful examination of the record fails to reveal any specific evi- 
dence to the effect that appellant has lost substantial business and profits 
as a result of appellee’s unfair competition. The principal damage revealed 
by the testimony has consisted of inconvenience and disruption of office 
routine in processing misdirected inquiries. While some loss of business 
undoubtedly has occurred, it would not, under the circumstances, be fairly 
measured by appellee’s profits, nor be revealed by an accounting. In our 
view, the injunction to be entered will satisfy the substantial equities of the 
ease. See Champion Spark Plug Co. v. Sanders, 331 U.S. 125, 91 L.Ed. 
1386, 67 S.Ct. 1136, 73 USPQ 133 (37 TMR 323). 

We make one exception from the ruling just announced. Since we have 
found appellee’s acts to have been willful and calculated to trade upon ap- 
pellant’s good will, the latter is entitled to recover its actual and reasonable 
attorney’s fees incurred in this litigation.® 

The judgment is reversed and the cause is remanded for entry of 
judgment. The judgment shall make provision for actual and reasonable 
attorney’s fees. 


8. Aladdin Mfg. Co. v. Mantle Lamp Co. (7th Cir.), 116 F.2d 708, 48 USPQ 268 
(31 TMR 366); Admiral Corp. v. Penco (2d Cir.), 203 F.2d 517, 97 USPQ 24 (43 
TMR 616); Keller Products, Inc. v. Rubber Linings Corp. (7th Cir.), 213 F.2d 382, 
101 USPQ 307 (44 TMR 1095). 
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RECORD FILES, INC. v. 
DIEBOLD, INCORPORATED et al. 


No. 12788 —C. A. 6 — October 26, 1956 


REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—DRESS OF GOODS 
The imitation of certain filing cases previously manufactured by plaintiff, the 
use of the same color thereon and the failure of defendant to substitute a name 
plate in lieu of plaintiff’s embossed name on the drawers of its files did not 
constitute unfair competition. 


Action by Record Files, Inc. v. Diebold, Incorporated, Walter F. Regen- 
hardt, and The Steel Storage File Co. for unfair competition in which 
defendant counterclaimed for violation of antitrust laws. Defendant ap- 
peals from decision of District Court for Northern District of Ohio from 
judgment for plaintiffs. Modified. 

Case below reported at 45 TMR 1486. 


H. F. McNenny, of Cleveland, Ohio (F. O. Richey and Richey, Watts, 
Edgerton & McNenny, of Cleveland, Ohio, and Robert Critchfield, of 
Wooster, Ohio, on the brief) for appellant. 


Warren H. F. Schmieding, of Columbus, Ohio (Baker, Hostetler & Patter- 
son, of Cleveland, Ohio, and Schmieding & Fultz, of Columbus, Ohio, 
on the brief) for appellees. 


Before ALLEN, McALLISTER, and MILLER, Circuit Judges. 


Per CURIAM. 


In a patent case in which appellees claimed that appellant had in- 
fringed six of their patents, and had also been guilty of unfair competition, 
the district court determined that all of the patents in suit were invalid; 
and further found that appellant was guilty of unfair competition. The 
court denied appellees’ prayer for damages and an accounting, but granted 
an injunction against appellant, enjoining it from making and selling 
certain filing cases similar to those manufactured by appellees, which con- 
stituted the subject matter of the action. Appellant was further enjoined 
from using the same color as that used by appellees on their cases and 
from selling filing cases without substituting a name plate in lieu of ap- 
pellant’s embossed name on the drawers of its files. In addition, the court 
further dismissed appellant’s counterclaim for damages alleged to have 
been suffered by reason of appellees’ violation of the antitrust laws arising 
out of agreements between the appellees which appellant claimed illegally 
restrained trade and suppressed competition. No appeal has been taken 
from the district court’s holding that the patents in question were invalid. 
The opinion of the district court, which incorporates its findings of fact 
and conclusions of law, is reported in 135 F.Supp. 74, 107 USPQ 122 (45 
TMR 1486) ; and it is, therefore, unnecessary here to enlarge upon the state- 
ment of facts or discussion of the issues therein set forth. 
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The only questions before us on appeal are as to the determination of 
the trial court dismissing appellant’s counterclaim for damages based on 
appellees’ alleged violation of the antitrust laws, and with respect to its 
determination that appellant was guilty of unfair competition. 

In accordance with the rule announced in the recent case of West 
Point Manufacturing Co. v. Detroit Stamping Co., 222 F.2d 581, 105 USPQ 
200 (45 TMR 795) (C. A. 6), we are constrained to hold that the proofs 
‘in the instant case do not sustain appellees’ claim that appellant was guilty 
of unfair competition; and the determination of the district court in this 
regard, as well as that portion of its decree issuing an injunction, are 
set aside. 

With respect to the dismissal of appellant’s counterclaim, the district 
court, on motion by appellant to dismiss appellees’ action, or, in the alterna- 
tive, for summary judgment, stated that appellant had not, at that time 
(which was prior to the hearing), shown a course of conduct by appellees 
that disclosed a misuse of the patents in suit and a violation of the anti- 
trust laws, and that such material issues of fact were to be resolved on the 
trial of the action. In denying the motion, the court stated that the re- 
straints imposed upon the plaintiff licensee might constitute no more than 
conditions, the performance of which was reasonably within the reward 
which the patentee, by the grant of the patent, was entitled to secure, in 
accordance with United States v. General Electric Co., 272 U.S. 476. 
Obviously, in the view of the trial court, no evidence, subsequently intro- 
duced on the hearing, disclosed that the restraints imposed by the con- 
tracts between appellees, heretofore mentioned, violated the antitrust laws, 
and, in this regard, we are of the view that appellant has failed in its 
proofs. 

The district court’s dismissal of appellant’s counterclaim for damages 
for alleged violation of the antitrust laws is, accordingly, affirmed. 


SNAP-ON TOOLS CORPORATION v. WINKENWEDER 
& LADD, INC. 


No. 49 C 1587 —D.C., N.D. Illinois, E. Div. — October 31, 1956 


REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—TRADE AND COMMERCIAL NAMES 
Defendant’s use of SNAP-ON as a trademark and as part of trade name in uses 
such as SNAP-ON, SNAP-ON DRAWER and SNAP-ON DRAWER CO. where it had acquired 
secondary meaning indicating plaintiff, SNAP-ON TOOLS CORPORATION, is trademark 
infringement and unfair competition; legitimate use is permitted of SNAP-ON in 
textual matter when such is used unemphasized and without a hyphen in a gram- 
matically complete statement of function or action. 


Action by Snap-On Tools Corporation v. Winkenweder & Ladd, Inc., 
for trademark infringement ‘and unfair competition. Judgment for plain- 
tiff. 
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Harry C. Alberts, of Chicago, Illinois, for plaintiff. 
Norton L. Penney, of Chicago, Illinois, and Frank Zugelter, of Cincinnati, 
Ohio, for defendant. 


Knocu, District Judge. 

Plaintiff seeks injunctive relief against infringement and unfair com- 
petition in the use by defendant of plaintiff's trade name and mark 
SNAP-ON to which plaintiff asserts common law rights. Defendant asseris 
that this Court lacks jurisdiction because plaintiff has failed to establish 
the requisite statutory amount; that plaintiff’s mark is not a valid trade- 
mark, but a mere descriptive term for which plaintiff has failed to sus- 
tain the burden of showing a secondary meaning designating plaintiff 
or plaintiff’s products, or fraudulent intent on the part of defendant in 
passing off other goods as those of the plaintiff. 

The case came on for hearing before the Court on the pleadings and 
the evidence consisting of oral testimony, documentary proofs, and physical 
exhibits. Witnesses were called by the respective parties whose testimony 
was transcribed in the record. The Court has had the benefit of argu- 
ment of counsel on written briefs and memoranda, has weighed the argu- 
ments presented and studied the authorities advanced in support of the 
respective assertions of the parties. 
= Upon a eareful consideration of the whole case, the Court makes the 
' following: 


Finpines or Fact 


1. Plaintiff, Snap-On Tools Corporation, is a Delaware corporation, 
with its principal office and place of business in Kenosha, Wisconsin. 


2. Defendant, Winkenweder & Ladd, Inc., is an Illinois corporation, 
with its principal office and place of business in Chicago, Illinois. Defen- 
dant is a resident and inhabitant of the Northern District of Illinois, 
Eastern Division. 


3. Defendant is the factory sales agent for the Snap-On Drawer Com- 
pany, an Ohio corporation, with its principal office and place of business 
at Morrow, Ohio. 


4. The Snap-On Drawer Company of Morrow, Ohio, filed a declaratory 
judgment complaint against the Snap-On Tools Corporation, plaintiff 
herein, in the United States District Court for the Southern District of 
Ohio, Western Division, Civil Action No. 2229, subsequent to the date 
the complaint herein was filed. The said Court held that the complaint in 
the Cincinnati, Ohio, case was directed to the same subject matter and 
issues involved in this case. 


5. The Court of Appeals for the Sixth Circuit denied petition of 
Snap-On Drawer Company for writ of mandamus to vacate order staying 
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proceedings in the Cincinnati, Ohio, action until this case is decided, upon 
the finding that the Snap-On Drawer Company, although not a formal 
party to this case, was in privity with the defendant herein, and that the 
issues in both cases were substantially the same. 


6. The amount in controversy herein is in excess of Three Thousand 
Dollars ($3,000.00) exclusive of interest and costs. 


7. Plaintiff’s applications to the United States Patent Office for reg- 
istration of its trademark sNaP-ON under Section 2(f) of the Trademark 
Act of 1946, for hand tools, power tools, automobile service tools, ete. ; 
metal tool boxes, tool trays, tool chests and table high supports therefor ; 
gauge blocks and strips, measuring calipers and micrometers, ete.; have 
proceeded to the point of publication and oppositions Numbered 29567, 
30428, and 29565, by Snap-On Drawer Company; no final decision having 
yet been made. 


8. Plaintiff and its predecessors have been continuously engaged in 
the manufacture and sale of a large variety of tools and tool containers or 
cabinets since the year 1920. Its line of products has been ever expanding, 
and now comprises some 4000 different tools, cabinets and accessories used 
by mechanics in automotive shops, industrial firms, hospitals, laundries, 
public utility firms, and wherever hand tools are used for service, repair, 
and maintenance requirements. Some of the tools and the tool containers 
or cabinets are not manufactured by plaintiff but are made to plaintiff’s 
specifications. Some of the tools carry other names but all, including the 
cabinets, are sold under plaintiff’s trade name and mark. 


9. Plaintiff owns and operates three large manufacturing plants in the 
United States. It did not appear that the locations of these were known 
to the trade with the possible exception of the main office and plant at 
Kenosha, Wisconsin. 


10. Plaintiff’s business is national and international in scope. Plain- 
tiff owns and operates a subsidiary manufacturing plant in Canada which 
is also engaged in the manufacture and sale of various tools and cabinets 
throughout the Dominion of Canada. 


11. Plaintiff has approximately 45 sales branches, throughout the 
United States and Canada, from which operate an average of between 
650 and 820 dealers and salesmen, in all states of the United States and 
Canada, and these dealers and salesmen make an average of 32,000 calls 
daily in vending plaintiff’s tools and cabinets. In a number of foreign 
countries, the plaintiff has distributors selling its line of tools and cabinets. 
Plaintiff distributes catalogs of its complete line of tools and cabinets 
to the trade every other year. 


12. Under its trademark sNAP-ON plaintiff has sold individual drawer 
units since 1933, and plaintiff presently has in its line an individual 
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drawer unit as well as multiple drawer units intended for vertical stacking 
for build-up into various combinations. 


13. In the year 1920 plaintiff’s predecessor adopted and used, and 
plaintiff now uses, on its various tools and eabinets the trademark SNAP-ON 
presently in the forms as shown in plaintifi’s exhibits 1-D, 3-D, 5-D and 
35-D. Since 1920, said use of the trademark sNAP-ON has been continuous 
and without interruption throughout the United States and in many foreign 
countries. 


14. The plaintiff, Snap-On Tools Corporation, is known in the trade 
and generally referred to by the contraction SNAP-ON which is also its 
principal trademark impressed in various styles on its products, catalogs, 
and brochures. About 85% of its tools presently bear the trademark 
SNAP-ON and the remainder are identified with the trademarks, BLUE 
POINT, SUPREME, and vACUUM ariP. All those products are sold as SNAP-ON 
TOOLS, and all the cabinets have thereon the name SNAP-ON or SNAP-ON 
TOOLS. 


15. The annual volume of business done by plaintiff under its trade- 
mark and name SNAP-ON as described above, in 1949-1950 amounted to 
$15,370,820, and presently amounts to more than $22 million each year. 
The sales volume from 1940 to 1950, inclusive, amounted to $143,699,035. 


16. Plaintiff spends, and has for many years spent, large sums of 
money in advertising its tools and cabinets sold under its trade name or 
mark SNAP-ON, or both, and has established a reputation for dependability 
for its products by a liberal policy of tool replacement which plaintiif 
pursues as an effective measure of maintaining the good will of its 
customers. 


17. Plaintiff’s trademark SNAP-ON means, and has meant for many 
years prior to defendant’s use, to the trade and public, when applied to 
tools and cabinets, the products of the plaintiff. The trade name sNAP-oN 
TOOLS CORPORATION and its contraction SNAP-ON means and has meant the 
plaintiff to the trade and public for many years prior to defendant’s use 
on the accused drawer units. 


18. As a result of plaintiff’s large and extensive and long continued 
sales of tools and cabinets sold under its trademark sNAP-oN and because 
of the long continued and extensive advertising of plaintiff’s products 
featuring the trademark and name SNAP-ON, said trademark and name 
have become well-known and impressed upon the mind of the trade and 
public as identifying plaintiff and plaintiff’s products as well as indicating 
origin with plaintiff, and have become distinctive of plaintiff and its prod- 
ucts and have acquired a secondary meaning indicating plaintiff and its 
products. 


19. Plaintiff has built up and now has a valuable good will in its 
trademark and name sNaP-ON. In 1949-1950, plaintiff’s good will in and 
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to the trademark and name SNAP-ON was valued at a sum in excess of 
$2,800,000, upon recognized accounting methods of determination. 


20. After the adoption and use by plaintiff of its trademark sNAP-ON 
for tools and cabinets, and after said trademark had acquired a dis- 
tinctiveness with the trade and public as indicating plaintiff’s tools and 
cabinets, the defendant began the solicitation of sales of cabinets and, 
specifically, drawer units bearing the same SNAP-ON DRAWER on their handles 
and the trade name SNAP-ON DRAWER CO., MORROW, OHIO impressed on the 
body thereof, as shown in plaintiff’s exhibits 4-D, 4-D-1, and 21-D. 


21. After the adoption and use by plaintiff of its trademark and 
name SNAP-ON for tools and cabinets and after said trademark and name 
had acquired a distinctiveness with the trade and public as indicating 
plaintiff and plaintiff’s products in connection with tools and cabinets, 
the defendant began soliciting orders for the accused drawers produced by 
the Snap-On Drawer Company of Morrow, Ohio, and began the dis- 
tribution in eleven states of brochures of said Snap-On Drawer Company. 


22. The defendant through the Snap-On Drawer Company as its 
source of supply, and in the capacity of factory sales agent for said Com- 
pany, adopted and began the use of the name SNAP-ON DRAWER and the 
trade name SNAP-ON DRAWER CO., MORROW, OHIO, on the accused drawers 
with full knowledge of plaintiff’s prior and extensive use of its trademark 
and name, and with full knowledge that the trade and public associate 
the trademark SNAP-ON when applied to or used in connection with tools 
and cabinets with plaintiff and plaintiff’s products. 


23. Defendant’s use of SNAP-ON as the dominant part of the trade- 
mark, trade name and business styles, to-wit: SNAP-ON DRAWER, SNAP-ON 
DRAWER CO., and SNAP-ON DRAWER COMPANY, is likely to cause confusion or 
mistake, and to deceive purchasers as to the source or origin of the 
accused drawers in that the trade and public are likely to attribute these 
goods to source or origin with plaintiff or with a concern connected with 


plaintiff. 
24. Defendant’s use of SNAP-ON is without the consent of plaintiff, 
and against its express will. 


25. Plaintiff has requested the defendant to discontinue use of 
SNAP-ON, but defendant has refused and continued to use SNAP-ON. 


26. All drawers which have been sold by defendant, or for which 
defendant solicited orders, which bear the words SNAP-ON DRAWER, also 
bear in clearly legible type the words: SNAP-ON DRAWER CO., MORROW, OHIO; 
however, the latter words and the word DRAWER in SNAP-ON DRAWER, are in 
smaller, less distinct and noticeable type than the word SNAP-ON. 


27. No evidence was introduced which proved that plaintiff had 
actually suffered any pecuniary damage because of defendant’s solicita- 
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tion of orders for drawers having thereon the word SNAP-ON as a trade- 
mark and SNAP-ON DRAWER CO., aS a trade name. 


CoNCLUSIONS oF Law 


1. Defendant’s use of sNAP-ON as a trademark and as a part of the 
business type, style, or trade name on the accused drawers and on bro- 
chures distributed by the defendant in connection with drawer units, 
infringes plaintiff’s trade name and mark sNAP-ON. 


2. Defendant’s use of SNAP-ON in connection with the advertising 
and sale of drawer units is likely to mislead the trade and public into 
believing that defendant is in some way legitimately connected with 
plaintiff. 


3. Defendant’s use of SNAP-ON as a dominant part of the trademark 
SNAP-ON DRAWER and as a part of certain of their business type, style, 
or trade name SNAP-ON DRAWER, Or SNAP-ON DRAWER COMPANY, in connec- 
tion with the sale and advertising of drawer units constitutes unfair com- 
petition with plaintiff. 


4. Plaintiff’s trade name sNAP-ON has acquired a secondary meaning 
and plaintiff now possesses valid exclusive rights in law to said trade 
name for tools, cabinets, and kindred products. 


5. Plaintiff’s trademark snap-on has acquired a secondary meaning 
for tools, cabinets and kindred products, and designates the plaintiff and 
plaintiff’s products in this commercial field. 


6. Defendant’s solicitation of orders for the drawer units with the 
word SNAP-ON as a trademark and as part of certain of its business types, 
styles, and trade names, to-wit: SNAP-ON DRAWER CO., Or SNAP-ON DRAWER 
COMPANY, in connection with the sale and advertising of drawer units or 
cabinets is likely to result in passing off, in the trade, of the accused 
products as and for products of plaintiff or of a business legitimately con- 
nected with plaintiff. 


7. Plaintiff is entitled to a judgment restraining the defendant, its 
agents, servants, employees, privies, successors, or assigns, and all hold- 
ing by, through, or under them from: 


(a) Using the word sNAP-ON or any reproduction, counterfeit, copy 
or colorable imitation thereof, as a brand name or trademark for cabinets, 
and specifically for drawer units; 


(b) Using the word sNAP-ON or any reproduction, counterfeit, copy 
or colorable imitation thereof, in any firm or corporate name or business 
style, to-wit: SNAP-ON, SNAP-ON DRAWER CO., Or SNAP-ON DRAWER COMPANY, 
in connection with the production, sale or distribution of cabinets or boxes 
for any purpose; 
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(c) Engaging in the sale or distribution of any drawers or cabinets 
bearing the trademark SNAP-ON or any reproduction, counterfeit, copy, 
or colorable imitation thereof; and 

(d) Doing any act or thing calculated to induce the belief that the 
defendant or its merchandise is in any way connected with the plaintiff 
or plaintiff’s products. 






8. Nothing herein contained shall prevent the legitimate use of the 
words “snap-on” in textual matter when such is used unemphasized and 
without a hyphen in a grammatically complete statement of function or 
action. 








9. Plaintiff having established that the statutory jurisdictional amount 
is involved herein, defendant’s motion to dismiss for want of jurisdiction 
must be denied. 







10. Plaintiff having established that the words SNAP-ON used as its 
trade name and mark have acquired a secondary meaning designating 
plaintiff and plaintiff’s products, defendant’s motion to dismiss for failure 
to sustain the burden of such proof must be denied. 








Order in conformity with the foregoing may be presented to the 
Court within 20 days from the date hereof. 







STEWART PAINT MFG. CO. v. UNITED HARDWARE 
DISTRIBUTING CO. 


No. 5307 — D.C., Minnesota, Fourth Div. — November 1, 1956 










REMEDIES—INFRINGEMENT—BASIS OF RELIEF—IN GENERAL 
Defendant’s use of term AGATE TOP cannot be an infringement of plaintiff’s 
registration of term FLINT TOP because terms are merely descriptive of products 


sold. 






AGATE TOP is not likely to be confused with FLINT TOP. 










Action by Stewart Paint Mfg. Co. v. United Hardware Distributing 
Co. for trademark infringement and unfair competition. Complaint dis- 
missed at 46 TMR 1121. Plaintiff moves to withdraw decision, to amend 
findings and conclusions, for new trial, and to reopen case. Motions denied. 






Arthur 8. Caine, of Minneapolis, Minnesota, for plaintiff. 
Wright W. Brooks, of Minneapolis, Minnesota, for defendant. 






Devitt, District Judge. 

This case, decided June 14, 1956, is reported in 141 F.Supp. 638, 
110 USPQ 16 (46 TMR 1121). 

Plaintiff has moved the Court that its decision “be withdrawn”; 
that the findings of fact and conclusions of law be amended; that a new 












214 THE TRADEMARK REPORTER Vol. 47 T.M.R. 











trial be granted; and that plaintiff be permitted to reopen the case for 
the reception of newly discovered evidence. 

The matter was fully argued on October 5, 1956. The Court has re- 
viewed the entire file and concludes that the decision previously rendered 
was a correct one, and that no useful purpose would be served by reopen- 
ing the case. 

This matter involved two causes of action—for infringement of a 
registered trade name, and for unfair competition. Both parties are en- 
gaged in interstate commerce. The first cause of action was based on the 
use of the term AGATE TOP by defendant on its paint products. This was 
alleged to be an infringement of the plaintiff’s registered trade name 
FLINT TOP. 

The Court was satisfied, and decided accordingly, that defendant had 
ceased using the term AGATE TOP on its products. and that there would 
therefore be no occasion to enjoin any further use. Plaintiff contests 
this finding and seeks to reopen the case in order to produce evidence to 
support his allegation that the alleged infringement is continuing. 

It appears that the evidence proposed to be introduced would only 
be repetitive of that which is already in the record, but at all events, the 
Court is satisfied that the defendant’s use of the term AGATE TOP cannot be 
an infringement of plaintiff’s registration of the term FLINT Top because 
the terms are merely descriptive of the products sold, and hence not sub- 
ject to exclusive use under the Lanham Act, 15 U.S.C.A. 1115(b) (4). 

A comparison of the terms themselves reveals that a buyer of paint 
. would not be confused into buying AGATE Top thinking he was getting 
FLINT Top. The word Top is the only similar word in either term; as to 
the words AGATE and FLINT there can be no reasonable claim to resemblance. 
In Sears, Roebuck & Co. v. Elliot Varnish Co., 7 Cir., 232 F. 588 (6 TMR 
345), a ease strikingly similar on its facts to the case at bar the term 
NEVER LEAK as a paint trade name was held not be an infringement of 
the term ROOF LEAK, also a paint trade name, and an action for trademark 
infringement and unfair competition based on this alleged infringement 
was unsuccessful. See also National NuGrape Co. v. Guest, 10 Cir., 164 
F.2d 874, 75 USPQ 229 (87 TMR 848). 

The word top as applied to paint can fairly be said to be a descrip- 
tive term and not such a fanciful or arbitrary designation as would 
preclude its use by anyone else in the paint industry. The words AGATE 
and FLINT when used with the term Top are intended to describe a paint 
product that has a hard finish, and these terms are adequately suited 
for that descriptive purpose, and are consequently not subject to the 
exclusive use of anyone in the paint industry. Compare National Lead 
Company v. Wolfe, 9 Cir., 223 F.2d 195, 199, 105 USPQ 462, 465 (45 TMR 
963). To illustrate the extent to which some courts have gone in deter- 
mining that a word is descriptive rather than fanciful, the term OPALIN®, 
a paint trade name, has been held to be a descriptive term, not registrable 
under the trademark laws, and therefore, a term which may be used by 
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anyone. Continental Varnish Co. v. Alabastine, D.C. 6 F.2d 717 (15 TMR 
313). 

The terms AGATE TOP and FLINT TOP have been used by the parties 
on the labels of their paint cans. These labels are so dissimilar and dis- 
tinctive from each other, both in color and format, that no casual buyer 
exercising any degree of prudence could mistake or confuse the source 
of the product. It cannot reasonably be said that a buyer would be misled 
into buying AGATE Top thinking it was FLINT Top, nor that such a buyer 
would think that AGATE Top was another brand in the Stewart paint line, 
for the totally dissimilar labels dispel any such notion. 

It is therefore ordered that: 


1. Plaintiff’s motions are denied. 


2. This memorandum and the Court’s memorandum decision of June 
14, 1956, reported in 141 F.Supp. 638, 110 USPQ 16 (46 TMR 1121), 
be made, by reference, a part of the findings and conclusions previously 
filed herein. 


THE NATIONAL DRYING MACHINERY CO. v. ACKOFF; 
NATIONAL DRYER MFG. CO. et al. v. THE NATIONAL 
DRYING MACHINERY CO. 


Nos. 15589, 16518 —D.C., E.D. Pennsylvania —November 5, 1956 


CouRTS—CONTEMPT PROCEEDINGS 

Upon reconsideration of its decision adjudging the defendant in contempt for 
violation of an injunction restraining its use of the word NATIONAL and fining 
defendant the sum of $5000.00 in addition to an attorney’s fee of $1000.00, the 
court concluded that it possessed the power in a civil contempt proceeding to award 
plaintiff the profits obtained by defendant from sales in violation of the injunction 
and the award was permitted to stand as a reasonable approximation of such 
profits subject to an application by the defendant for an accounting at which 
its actual profits might be shown. 


Action by The National Drying Machinery Co. v. Jack Ackoff for trade- 
mark infringement. 

Action by National Dryer Mfg. Co. and National Dryer Sales Corpora- 
tion (World Dryer Corporation, successor in interest substituted) v. The 
National Drying Machinery Co. for declaratory judgment of noninfringe- 
ment of trademark in which defendant counterclaims for trademark in- 
fringement. 

The National Drying Machinery Co. moves for contempt order. Motion 


granted. 
See also 45 TMR 449, 45 TMR 949, 46 TMR 314. 


Louis Necho, of Philadelphia, Pennsylvania, for The National Drying Ma- 
chinery Co. 
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Nochem 8S. Winnet, of Philadelphia, Pennsylvania, for Ackoff et al. 


KirKPATRICK, Chief Judge. 

In this case the Court issued its decree enjoining the defendants from 
selling their machines under any business name which included the word 
NATIONAL, the plaintiff’s trademark. Thereafter, upon a showing of undis- 
puted facts, the Court adjudged the defendants in contempt and ordered 
them to pay to the plaintiff a fine in the amount of $5,000, together with 
costs and an attorney’s fee of $1,000. The defendants now ask the Court 
to strike off the fine, taking the position that, inasmuch as the plaintiff has 
not produced evidence of monetary loss or damage to it occasioned by the 
defendants’ violations, the Court erred in imposing it. The Court ordered 
a reargument upon the point. 

In issuing the injunction, the Court found that there was no present 
competition between the parties, but injunctive relief was granted on the 
ground that the defendants were appropriating the plaintiff’s property 
and that the plaintiff’s right to use its trademark in a business which would 
compete with the defendants’, when and if it desired to do so, had been 
invaded and its value impaired. The Court of Appeals apparently took 
the same view because in a per curiam opinion, 228 F.2d 349, 108 USPQ 
54 (46 TMR 314) it affirmed the judgment, noting that there was no proof 
that the plaintiff had suffered damage. 

Whether or not the Court has power to impose purely punitive dam- 
ages, as the plaintiff contends, the decision of the Supreme Court in 
Leman v. Krentler-Arnold Co., 284 U.S. 448, 12 USPQ 306, leaves no 
possible doubt of the power of the Court in a civil contempt proceeding 
for infringement to order the defendants to pay to the plaintiff, as com- 
pensation for the invasion of its right, the amount of profits realized by 
defendants from sales made in violation of the injunction, whether it be 
ealled a fine or something else. In this case the Court did not order an 
accounting of profits but imposed a fine intended as compensation. The 
amount of the fine may stand as the Court’s estimate of a proper figure, 
representing less than the defendant’s profits. If the defendants believe 
that it is excessive, they may, not later than ten days from the entry of 
this order, apply to the Court to order an accounting of profits. If no 
such application is made, the Court will enter an order, upon this re- 
argument, confirming its original imposition of the fine, attorney’s fee and 
costs. 

In the original decree which enjoined the defendants, the Court re- 
frained from making an award of damages in view of what at that time 
appeared to the Court to be the equities of the whole case. Since that 
time, however, the defendants have engaged in a course of deliberate and 
continued violation of the Court’s injunction and the equities have been 
reversed. 

In granting the injunction the Court said that the injunction was all 
that was needed to give complete relief but the Court had in mind some- 
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thing more than a mere piece of paper with the words of a decree printed 
on it. If the position taken by the defendants is correct, the Court would 
be without power to take any effective measures to put an end to the con- 
tinued infringement. Concededly, the Court may not impose imprison- 
ment in civil contempt proceedings except where the contempt consists 
in a refusal to obey a command to take some affirmative action. If com- 
pensatory fine or an award of profits as damages cannot be imposed, the 
defendants could go on violating the injunction as long as they found it 
profitable to do so without running the risk of any penalty except, now and 
then, the imposition of a moderate attorney’s fee and costs.* This Court 
will not subscribe to any such preposterous position. 
An appropriate order may be submitted. 


RAMIREZ & FERAUD CHILI CO. v. LAS PALMAS 
FOOD COMPANY, INC. et al. 


No. 19355-WM —D.C., S.D. Calif., Central Div. — November 8, 1956 


CouRTS—J URISDICTION 


TRADEMARK ACT OF 1946—IN GENERAL 

Lanham Act gives to citizens or residents of United States owning trade 
names or commercial names, whether or not they form part of marks and whether 
such names be anywhere registered or unregistered, a federal cause of action for 
unfair competition in the use of such names, with the same remedies as provided 
in the Act for infringement of registered marks available so far as they may be 
appropriate in repressing acts of unfair competition in use of such names. 

It was Congressional will to occupy field with respect to claims arising from 
infringement or unfair competition in use of registered trademarks and other 
marks defined in Act, as well as trade names and commercial names to extent of 
federal power under Commerce Clause (U.S. Const. Art. I, Sec. 8, el. 3). 

Plaintiff has long used registered trademark LAS PALMAS for Spanish foods; 
goods are prepared in United States and sold here and in Mexico; defendants, 
citizens or residents of the United States, prepared counterfeit labels in United 
States which were transported by defendants into Mexico; defendants then com- 
menced to pack chili sauce in Mexico in cans identical in size and shape to plain- 
tiff’s and bearing counterfeit label with LAS PALMAS trademark; this product was 
thereafter sold in Mexico, particularly in border towns where many of plaintiff’s 
customers did their shopping; preliminary injunction issues to restrain defen- 
dants from using trademark in United States or Mexico on goods similar to those 
of plaintiff and from in any way transferring or encumbering any right, title or 
interest in their Mexican trademark registration; plaintiff has filed proceedings 
to cancel defendant’s Mexican registration, but it is conceded that one year or more 
must pass before this can be finally determined; assumption meanwhile that 
defendant’s registration is valid does not necessarily mean that exercise of court’s 
jurisdiction to grant relief plaintiff seeks would be interference with sovereignty 
of another nation, and court declares that defendants may not so use their license 


* The defendants could keep these expenses down to a minimum by simply 
writing to the plaintiff and admitting that they were violating and agreeing to so 
admit of record. 
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under Mexican law as to injure plaintiff's foreign commerce conducted from 
United States. 

Pendent-jurisdiction statute [28 U.S.C. 1338 (b)] presupposes claim of unfair 
competition arising otherwise than under copyright, patent or trademark laws; 
in case where diversity of citizenship exists pendent jurisdiction fully coincides 
with diversity jurisdiction under 28 U.S.C. 1332 but for’ jurisdictional amount 
requirement of Section 1332 which is entirely absent from both Section 1338(b) 
and Lanham Act; pendent jurisdiction under Sec. 1338(b) is properly invoked 
therefore whenever necessary to sustain federal jurisdiction of cause of action for 













unfair competition arising under state law. 






REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—IN GENERAL 
Unfair competition in use of registered mark or trade name in commerce 
under Lanham Act consists in any use intended or likely to cause confusion or 
mistake or to deceive purchasers as to source of origin; this in essence is common 








law concept. 
REMEDIES—UNFAIR COMPETITION—BaSIS OF RELIEF—DRESS OF GOODS 
Newcomer by copying firsteomer’s product admits it to be more readily 
marketable. Copying of trademark and trade name, in addition to label and in 
in precise detail as to design, shape and color is difficult to justify in any case 
and where myriad variations are available to the misappropriator case is mildly 
put by saying his very act of copying strongly impels inference that he intends 
to reap commercial gain by trading on good will of firsteomer; tendency of law 
is in direction of enforcing increasingly high standards of fairness in trade. 
Public interest in free competition is advanced where equity forbids immoral 
act of misappropriation by exact copying of goods of another. Wholly apart 
from any unfair use of a trademark or trade name, copying of an article where 
effect is to appropriate another’s trade will be enjoined by California courts; 
likewise enjoined will be sending of unfair communications to trade. 



















Action by Ramirez & Feraud Chili Co., a copartnership composed 
of Frank Feraud and E. C. Feraud v. Las Palmas Food Company, Inc., 
Pablo Baca Gavaldon, and Ralph Worthington for trademark infringe- 
ment and unfair competition. Plaintiff moves for preliminary injunc- 
tion. Defendant moves to dismiss complaint. Plaintiff’s motion granted; 
defendants’ motion denied. 
See also 46 TMR 1535. 


Harris, Kiech, Foster & Harris, Ford Harris, Jr., Warren L. Kern, and 
Walton Eugene Tinsley, of Los Angeles, California, for plaintiff. 

Mason & Howard and Paul P. Selvin, of Los Angeles, California, for 

defendants. 















Matues, District Judge. 

By this action plaintiff seeks an injunction restraining further alleged 
infringement and unfair competition in the use of plaintiff’s trademark 
and trade name LAs PALMAS; also three-fold damages and other equitable 








relief. 
The original jurisdiction of this court is invoked under the Trademark 


Act of 1946—the Lanham Act. [60 Stat. 427 (1946), 15 U.S.C. §§ 1051- 
1127; 28 U.S.C. § 1338(a).] Pendent jurisdiction of related claims of 
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unfair competition is invoked under 28 U.S.C. § 1338(b). [Cf. Hurn v. 
Oursler, 289 U.S. 238, 240-243, 248, 17 USPQ 195, 196-197, 199 (23 TMR 
267) (1933).] 

Plaintiff has moved for a preliminary injunction [Fed. R. Civ. Proe. 
Rule 65], and defendants have interposed a motion to dismiss for lack 
of jurisdiction over the subject matter or, in the alternative, for failure 
to state a claim upon which relief can be granted. [Id. Rule 12(b) (1), 
(6).] Both sides have filed affidavits and counter affidavits in support of 
and in opposition to the motions. 

Jurisdiction is the threshold issue in every case in the federal courts 
[Mansfield C. & L. M. Ry. v. Swan, 111 U.S. 379, 382 (1884) ], so the first 
question is whether the facts exist “upon which the court’s jurisdiction 
depends.” [Fed. R. Civ. Proc., Rule 8(a) ; cf. Gibbs v. Buck, 307 U.S. 66, 
41 USPQ 162 (1939).] 

Diversity jurisdiction is not claimed; nor does the requisite diversity 
of citizenship exist. [Indianapolis v. Chase National Bank, 314 U.S. 63 
(1941).] If plaintiff asserts an actionable claim under the Lanham Act 
for infringement or unfair competition in the use of a trademark or trade 
name, jurisdiction is expressly conferred upon this court “without regard 
to the amount in controversy or to diversity or lack of diversity of the 
citizenship of the parties.” [15 U.S.C. § 1121.] 

Upon a motion to dismiss for want of jurisdiction, the court may weigh 
affidavits and other evidence in determining the existence or non-existence 
of requisite jurisdictional facts. [Land v. Dollar, 330 U.S. 731, 735, note 4 
(1947) ; see Fed. R. Civ. Proc., Rules 43(a) (e), 41(b), 52(a).|] 

Here all issues as to the jurisdictional facts can be resolved by weigh- 
ing the affidavits along with the allegations of the verified amended com- 
plaint. [See Williams v. Minn. Min. & Mfg. Co., 14 F.R.D. 1 (S.D.Cal. 
1953). 

The facts alleged in the amended complaint, and found to be true for 
the purposes of the pending motion to dismiss, are briefly these: 

Plaintiff is owner of the valid and subsisting United States trade- 
mark LAs PALMAS, which in 1940 was registered by plaintiff in the United 
States Patent Office under the Trademark Act of 1905, and in 1949 
republished under the Trademark Act of 1946 pursuant to § 12(c) thereof. 
[15 U.S.C. § 1062(c).] 

In 1954 the requisite affidavit was timely filed with the Commissioner 
of Patents, and thereupon plaintiff’s registration of the trademark Las 
PALMAS became incontestable by virtue of §15 of the Act. [Id. § 1065.] 
Plaintiff’s registrations of the mark in the United States are No. 379,295 
and No. 582,054. 

Plaintiff adopted and has long used the registered trademark Las 
PALMAS for various canned Spanish foods and sauces. Since 1922 plaintiff 
has employed the mark in the sale of such goods in local and interstate 
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commence within the United States; and since 1948 in foreign commerce 
between the United States and the Republic of Mexico. 

These food products have been advertised for the past thirty years in 
the United States, and for the past five years in Mexico. As a result of 
advertising and sales in the United States and Mexico, plaintiff has de- 
veloped a valuable good will associated with the trademark and trade name 
LAS PALMAS and plaintiff’s label as well, both in this country and in Mexico, 
and more especially in the border towns of Baja California, such as Mexi- 
eali, Tijuana and Ensenada. 

When in 1953 defendant Las Palmas Food Company, Inc. was incor- 
porated as a California corporation, with a place of business at Los Angeles 
in this District, defendant Worthington, an American citizen and resident 
of this District, chose the name Las Palmas with full knowledge of plain- 
tiff’s registered United States trademark and with the intention of ap- 
propriating the good will associated with that mark and that name. De- 
fendant Gavaldon, a citizen of Mexico and resident of this District, and a 
former customer of plaintiff, also had knowledge of plaintiff’s prior use 
of the mark and name and of the good will associated with both mark 
and name. 

Later in 1953, for the purpose of appropriating to themselves plain- 
tiff’s good will in the Las paLMAs trademark in Mexico, defendants caused 
to be filed an application to register the trademark in Mexico under the 
name of Fernando de La Pena of Tijuana, Baja California, Mexico; which 
registration issued under No. 76,068 on October 28, 1953, and was there- 
after assigned to defendant Gavaldon. 

In 1955, using plaintiff’s label as a model, defendants caused to be 
printed within this District a Las PpaLMas label for chili sauce which em- 
bodies not only the identical trademark, but also the exact colors of 
plaintiff’s label and the same format, style of printing and similar layout 
and design; and is in effect a deliberate counterfeit of plaintiff’s label. 

Quantities of this counterfeit label, and of cans and cartons as well, 
all procured within the territorial jurisdiction of this court, were trans- 
ported by defendants across the border into Mexico; and defendants then 
commenced to pack in Mexico a red chili sauce, in cans identical in size 
and shape to plaintiff’s and bearing the counterfeit label with the Las 
PALMAS trademark ; and thereafter sold this product in Mexico, particularly 
in border towns such as Tijuana and Mexicali, where plaintiff’s Las PALMAS 
red chili sauce is popular. 

It has long been the practice of persons of Mexican origin or descent 
residing in the border cities on the American side, such as Calexico and 
San Diego in California, to purchase many of their groceries, including 
plaintiff’s LAs PALMAS products, in the corresponding Mexican border cities 
of Mexicali and Tijuana, and freely to carry such groceries back to their 
homes in the United States, where such food products are consumed. 

In the language of plaintiff’s complaint, “such United States residents 
or citizens, or some of them, have been deceived in Mexico by defendants’ 
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spurious LAS PALMAS products and have carried such spurious products 
back into the United States for consumption, and there is a substantial 
likelihood that such purchasers, buying defendants’ spurious products in 
Mexico, will be confused and misled into believing they are buying plain- 
tiff’s products; and plaintiff’s good will in the United States is thereby 
placed in jeopardy of any inferiority or impurity in the defendants’ spuri- 
ous product.” 

Defendants’ products are produced and canned in Mexico under com- 
paratively unsanitary conditions, and are inferior in quality to plaintiff’s 
products. 

On or about August 30, 1955, defendant Las Palmas Food Company, 
Ine. sent letters by interstate and foreign mail from Los Angeles in this 
District, addressed to each of plaintiff’s brokers and wholesalers in the 
United States and Mexico, declaring defendant corporation to be the exclu- 
sive owner in Mexico of the Las PALMAs trademark and asserting that any 
exportation to Mexico of plaintiff’s products bearing the trademark Las 
PALMAS would be an infringement of defendants’ trademark registered in 
Mexico. 

This letter was false in at least two particulars: first, in the unqualified 
assertion that exportation of plaintiff’s Las PaALMAs products to Mexico 
would be an infringement of defendants’ mark in Mexico, since the trade- 
mark laws of Mexico recognize the rights of a prior user in Mexico and 
provide for the cancellation of a later user’s trademark upon a prior user’s 
application [Mexican Law of Industrial Property, Regulations and Tariff 
of Fees (published in Dario Official of December 31, 1942) Title III, Trade- 
marks, Ch. I, Articles 99, 100, Ch. IX, Articles 200, 201, 208] ; and second, 
in the assertion that defendant corporation, rather than defendant Gaval- 
don, was the owner of the Las pALMAs trademark registration in Mexico. 

As a result of this letter, plaintiff’s reputation and good will has 
suffered among the wholesalers and brokers who formerly purchased plain- 
tiff’s products for shipment to and resale in Mexico, and purchases of plain- 
tiff’s products in the United States by these buyers have been drastically 
reduced. 

Plaintiff has now filed a petition to cancel defendant Gavaldon’s regis- 
tration of the trademark LAs PALMAsS under the laws of Mexico. However, 
such cancellation proceedings normally require at least one year before a 
final determination can be reached. As a result, plaintiff cannot obtain in 
Mexico timely relief against defendants, and is suffering and will continue 
to suffer irreparable injury until final determination of the cancellation 
proceedings in Mexico, unless defendants are restrained by this court. 

Comprehensive statutory remedies are provided in the Lanham Act 
“for infringement of marks.” [See: 15 U.S.C. §1126(h); 8. C. Johnson & 
Son v. Johnson, 175 F.2d 176, 81 USPQ 509 (39 TMR 557) (2d Cir.), 
cert. denied, 338 U.S. 860, 83 USPQ 543 (1949).] These statutory remedies 
include broad injunctive relief, as well as damages, for infringement and 
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for unfair competition in the use of any registered mark. [15 U.S.C. 
§§ 1114, 1116-1119.] These federal remedies are, by the terms of the statute 
[ibid.], limited to marks that are registered under the Act; and “mark” 
is defined as including, unless the contrary is plainly apparent from the 
context, “any trademark, service mark, collective mark, or certification mark 
entitled to registration * * * .” [Id. § 1127.] 

The Act also gives to “citizens or residents of the United States” [id. 
§1126(i)] owning “trade names or commercial names” [id. §§ 1126(g), 
1127], “whether or not they form parts of marks” [id. § 1126(g)], and 
whether such names be anywhere registered or unregistered [id. § 1126(a), 
(g)], a federal cause of action for unfair competition in the use of such 
names, with the same remedies as provided in the Act for infringement of 
registered marks (cf. Hodgson v. Fifth Ave. Plastics, 94 F.Supp. 160, 87 
USPQ 297 (41 TMR 56) (S.D.N.Y. 1950) ], “available so far as they may 
be appropriate in repressing acts of unfair competition” in the use of 
such names. [15 U.S.C. § 1126(h).] 

Accordingly it is held that the Lanham Act creates a federal cause of 
action for infringement of marks registered under the Act [S. C. Johnson 
& Son v. Johnson, supra, 175 F.2d at 178, 81 USPQ at 511-512 (39 TMR 
557) |, and for unfair competition in the use of registered marks and trade 
and commercial names as well. [Pagliero v. Wallace China Co., 198 F.2d 
339, 95 USPQ 45 (42 TMR 839) (9th Cir. 1952) ; In re Lyndale Farm, 186 
F.2d 723, 88 USPQ 377 (41 TMR 244) (C.C.P.A. 1951) ; Stauffer v. Exley, 
184 F.2d 962, 87 USPQ 40 (40 TMR 960) (9th Cir. 1950); Old Reading 
Brewery v. Lebanon Valley Brewing Co., 102 F.Supp. 434, 437-438, 92 
USPQ 38, 40-41 (42 TMR 109) (M.D.Pa. 1952) ; see Time. Inc. v. T.I.M.E. 
Inc., 123 F.Supp. 446, 102 USPQ 275 (44 TMR 1396) (S.D.Cal. 1954).] 

Defendants contend, however, that their conduct of which plaintiff com- 
plains is not within the reach of the Lanham Act. 

In the exercise of authority constitutionally delegated, the Congress 
wields the power of the nation as sovereign. Inherent in national sovereignty 
is the power to regulate the conduct of citizens or nationals abroad; a 
power which rests upon the allegiance owed to this country by every citizen 
and national. [Blackmer v. United States, 284 U.S. 421, 436-487 (1932) ; 
Cook v. Tait, 265 U.S. 47 (1924); United States v. Bowman, 260 U.S. 94 
(1922) ; ef. Johnson v. Eisentrager, 339 U.S. 763, 769 (1950).] 

Also inherent in national sovereignty is the power to impose, even 
upon foreigners owing no allegiance, liability for acts done abroad which 
proximately cause damage within the territorial limits of the sovereign. 
[United States v. Sisal Sales Corp., 274 U.S. 268, 276 (1927) ; Thomsen v. 
Cayser, 243 U.S. 66, 88 (1917) ; United States v. Aluminum Co. of America, 
148 F.2d 416, 65 USPQ 6 (2d Cir. 1945).] 

So the problem at bar, as in Steele v. Bulova Watch Co., 344 U.S. 289, 
95 USPQ 391 (43 TMR 57) (1952), is not one of finding requisite Con- 
gressional power to confer jurisdiction, but one of finding requisite Con- 
gressional intent. As Mr. Chief Justice Hughes put it in Blackmer v. 
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United States, supra: “While the legislation of the Congress, unless the 
contrary intent appears, is construed to apply only within the territorial 
jurisdiction of the United States, the question of its application, so far as 
citizens of the United States in foreign countries are concerned, is one of 
construction, not of legislative powers.” [284 U.S. at 437.] 

Inasmuch as “the general and almost universal rule is that the charac- 
ter of an act as lawful or unlawful must be determined wholly by the law 
‘of the country where the act is done,” all legislation is properly deemed 
“prima facie territorial.” [American Banana Co. v. United Fruit Co., 
213 U.S. 347, 356-357 (1909) ; and see Foley Bros. v. Filardo, 336 U.S. 281, 
285 (1949); ef. Cuba R. R. v. Crosby, 222 U.S. 473, 479 (1912) ; Slater v. 
Mexican National R. R., 194 U.S. 120, 126 (1904).] 

It was the Congressional will to occupy the field with respect to claims 
arising from infringement of and unfair competition in the use of regis- 
tered trademarks and other marks defined in the Act, as well as trade 
names and commercial names [15 U.S.C. §§ 1126(g)(i), 1127], to the 
extent of Federal power under the Commerce Clause [U.S. Const. Art. I, 
§8, cl. 3], as plainly appears from the statutory declaration that: 


“The intent of this chapter is to regulate commerce within the con- 
trol of Congress by making actionable the deceptive and misleading 
use of marks in such commerce; * * * to protect persons engaged in 
such commerce against unfair competition; to prevent fraud and de- 
ception in such commerce by the use of reproductions, copies, counter- 
feits, or colorable imitations of registered marks; and to provide 
rights and remedies stipulated by treaties and conventions respect- 
ing trademarks, trade names, and unfair competition entered into 
between the United and foreign nations.” [15 U.S.C. § 1127; see 
Senate Rep. No. 1333, U.S. Code Cong. Serv., 79th Cong., 2d Sess. 
1274-1278 (1946); ef.: US. Printing & Lithograph Co. v. Griggs- 
Cooper & Co., 279 U.S. 156, 158, 1 USPQ 245, 246 (19 TMR 187) 
(1929) ; Dad’s Root Beer Co. v. Doc’s Beverages, 193 F.2d 77, 81-82, 
91 USPQ 306, 310 (42 TMR 37) (2d Cir. 1951).] 


The Congressional intent was thus expressed to extend the Lanham 
Act to the limits of authority constitutionally delegated—to all “commerce 
within the control of Congress.” [15 U.S.C. §1127.] 

“Commerce within the control of Congress” expressly includes all 
“Commerce with foreign Nations, and among the several States” [U.S. 
Const. Art. I, § 8, cl. 3], and may be said to exclude only such conduct as 
does not substantially affect interstate or foreign commerce. [U. 8. Print- 
ing & Lithograph Co. v. Griggs-Cooper & Co., supra, 279 U.S. at 158, 1 
USPQ at 246 (19 TMR 187); Warner v. Searle & Hereth Co., 191 US. 
195, 206 (1903); Trademark Cases, 100 U.S. 82, 96 (1879).] 

The Congress having elected to exercise the sovereign power of the 
nation in this field to the extent of authority delegated under the Constitu- 
tion, and having chosen to effectuate this intent through jurisdiction con- 
ferred upon the federal courts [15 U.S.C. §1121], jurisdiction in the 
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sense of power is here present. [Steele v. Bulova Watch Co., supra, 344 
U.S. at 287, 95 USPQ 394 (43 TMR 57); ef.: The Fair v. Kohler Die Co., 
228 U.S. 22, 25 (1913); Fauntleroy v. Lum, 210 U.S. 230, 234-235 (1908) ; 
The Resolute, 168 U.S. 487, 489 (1897).] 

In Steele v. Bulova Watch Co., supra, as Mr. Justice Clark points out, 
unfair trade practices were committed by an American citizen in Mexico; 
“trade practices which radiate unlawful consequences here.” [344 U.S. at 
288, 95 USPQ at 394 (48 TMR 57).] So in the case at bar. 

The Court found federal jurisdiction of the subject matter in Steele, 
even though the acts done in the United States “when viewed in isolation 
do not violate any of our laws.” [344 U.S. at 287, 95 USPQ at 394 (43 
TMR 57).] By contrast, the acts of defendants at bar, in causing to be 
introduced into “commerce” within the United States counterfeits of plain- 
tiff’s registered mark on labels, procured by defendants to be printed 
within the United States and “intended to be used upon * * * goods,” 
are acts which do violate our laws. {15 U.S.C. §1114(1).] 

Section 1114 of Title 15 provides in part that “Any person who shall, 
in commerce * * * (b) reproduce, counterfeit, copy, or colorably imitate 
any * * * [registered] mark and apply such reproduction, counterfeit, 
copy, or colorable imitation to labels, * * * packages, wrappers, re- 
ceptacles, or advertisements intended to be used upon or in connection 
with the sale in commerce of * * * goods * * * shall be liable to a civil 
action by the registrant for any or all of the remedies hereinafter pro- 
vided * * * except that * * * the registrant shall not be entitled to recover 
profits or damages unless the acts have been committed with knowledge 
that such mark is intended to be used to cause confusion or mistake or to 
deceive purchasers.” [15 U.S.C. § 1114(1) (b).] 

Thus the case at bar has a jurisdictional base equal to Steele and more; 
for here there are not only unfair trade practices committed by an Ameri- 
ean citizen in Mexico “which radiate unlawful consequences here,” but also 
acts committed in the United States which violate the Lanham Act. 

Defendants urge, nevertheless, that even though this court may have 
the power to grant the relief plaintiff prays, the court should abstain from 
exercising that power because to do so would offend the sovereignty of the 
Republic of Mexico. This is so, defendants contend, because the registration 
by defendants in Mexico of their counterfeited copy of plaintiff’s trade- 
mark is presumably valid under Mexican law until cancelled. 

This argument raises questions of policy or comity; considerations 
that rule whether jurisdictional power, conceded to exist, should be exer- 
cised in a given case. This problem was not before the Supreme Court in 
Steele, since by the time the case was reached Mexico had nullified Steele’s 
spurious Mexican registration of the long-standing Bulova mark. 

But the problem was before the Court of Appeals for the Fifth Circuit 
when the Steele case was decided there, and Judge Rives’ well reasoned 
opinion, could well serve as a complete answer to the questions raised here. 
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[Bulova Watch Co. v. Steele, 194 F.2d 567, 92 USPQ 266 (42 TMR 299) 
(5th Cir. 1952).] 

Although plaintiff at bar has filed proceedings in Mexico to cancel or 
nullify the registration by defendants of plaintiff’s mark there, it is con- 
ceded that one year or more must pass before plaintiff can expect a final 
determination of this application. 

Meantime, as defendants point out, this court must assume the regis- 
tration of plaintiff’s mark by defendants in Mexico to be valid there. So 
to assume does not necessarily mean however that exercise of this court’s 
jurisdiction to grant the relief plaintiff seeks “would impugn foreign 
law” or be an “interference with the sovereignty of another nation.” [344 
U.S. at 289, 95 USPQ at 395 (48 TMR 57).] 

For at the most defendants’ Mexican registration of plaintiff’s mark 
ean have no greater effect than to confer upon defendants a license or per- 
mission to use the mark in Mexico. It is not even contended that any 
public policy of Mexico requires defendants ever to exercise that license. 

So there could be no affront to Mexican sovereignty or Mexican law if, 
as between the parties, this court should declare that defendants may not 
so use their license under Mexican law as to injure plaintiff’s foreign com- 
merce conducted from the United States. [United States v. Sisal Sales Co., 
supra, 274 U.S. at 276; Restatement, Conflict of Laws §§ 377, 80, 63.] 

It should perhaps be emphasized that plaintiff does not seek a deter- 
mination that any act of a foreign sovereign is invalid. [Cf.: American 
Banana Co. v. United Fruit Co., supra, 213 U.S. at 358; Bernstein v. Van 
Heyghen, 163 F.2d 246, 249 (2d Cir.), cert. denied, 332 U.S. 772 (1947) ; 
Banco de Espana v. Federal Reserve Bank, 114 F.2d 438, 443 (2d Cir. 
1940).] Nor does plaintiff ask this court to negate something that has 
already been determined in adversary proceedings between the parties at 
bar in a foreign forum. [Cf.: Vanity Fair Mills v. T. Eaton Co., 234 F.2d 
633, 646-647, 109 USPQ 438, 447 (46 TMR 852) (2d Cir.), cert. denied, 
352 U.S. 871, 111 USPQ no. 4, p. II; Geo. W. Luft Co. v. Zande Cosmetic 
Co., 142 F.2d 536, 540, 61 USPQ 424, 428-429 (34 TMR 190) (2d Cir.), 
cert. denied, 323 U.S. 756, 63 USPQ 353 (1944).] Thus comity does not 
here argue against exercise of the power which the Congress has conferred. 

Neither does policy dictate that this court should disavow or decline 
jurisdiction in favor of another forum. Indeed, the Senate Committee 
reporting upon the Lanham Act declared that “when it is considered that 
the protection of trademarks is merely protection to goodwill, to prevent 
diversion of trade through misrepresentation, and the protection of the 
public against deception, a sound public policy requires that trademarks 
should receive nationally the greatest protection that can be given them.” 
[U.S. Code Cong. Serv., 79 Cong. 2d Sess. 1277 (1946).] 

And to effectuate this “sound public policy,” despite possible injury to 
the commerce of a foreign country, the Act even provides that: “No article 
of imported merchandise which shall copy or simulate the name of * * * 
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any domestic * * * manufacturer, or trader, * * * or which shall copy or 
simulate a trademark registered in accordance with the provisions of this 
chapter * * * shall be admitted to entry at any customhouse of the United 
States * * * .” [15 U.S.C. § 1124.] 

It is borne in mind that although the Lanham Act gives a federal cause 
of action for infringement of and for unfair competition in the use of regis- 
tered “marks” [15 U.S.C. §§1126(h), 1114-1120], and provides like 
remedies for unfair competition in the use of “trade names” or “com- 
mercial names” [id. § 1127], “whether or not they form parts of marks” 
fid. § 1126(g)], and regardless of whether such names be anywhere regia- 
tered [id. § 1126(a), (g)], no federal cause of action is given by the Act 
for unfair competition generally. [L’Aiglon Apparel v. Lana Lobell, Inc., 
214 F.2d 649, 102 USPQ 94 (3d Cir. 1954); American Auto Assn. v. 
Spiegel, 205 F.2d 771, 98 USPQ 1 (43 TMR 1070) (2d Cir. 1953) ; ef.: 
Pagliero v. Wallace China Co., supra, 198 F.2d 339, 95 USPQ 45 (42 TMR 
839) ; Stauffer v. Exley, supra, 184 F.2d 962, 87 USPQ 40 (42 TMR 8339) ; 
see: Panaview Door & Window Co. v. Van Ness, 124 F.Supp. 329, 103 
USPQ 118 (45 TMR 188) (S.D.Cal. 1954); Haeger Potteries v. Gilner, 
123 F.Supp. 261, 102 USPQ 106 (S.D.Cal. 1954).] 

Hence it is that, for jurisdiction over the alleged acts of unfair com- 
petition not involving the use in “commerce” of the registered trademark 
or the trade name, resort must be had to the pendent-jurisdiction statute 
which plaintiff here invokes. 

The pendent-jurisdiction statute [28 U.S.C. § 1338(b)], necessarily 
presupposes a claim of unfair competition arising otherwise than “under 
the copyright, patent or trademark laws” since, unless so interpreted, 
§ 1338(b) would confer no jurisdiction additional to that already con- 
ferred by § 1338(a) and so would be mere surplusage. [See: L’Aiglon 
Apparel, Inc. v. Lana Lobell, Inc., supra, 214 F.2d at 649, 102 USPQ 94; 
Armstrong Paint & Varnish Works v. Nu-Enamel Corp., 305 U.S. 315, 324- 
325, 39 USPQ 402, 405 (29 TMR 3) (1938); Hurn v. Oursler, supra, 289 
US. at 240-243, 248, 17 USPQ at 196-197, 199 (23 TMR 267) ; Stark Bros. 
Nurseries & Orchards Co. v. Stark, 255 U.S. 50 (1921); Musher Founda- 
tion v. Alba Trading Co., 127 F.2d 9, 53 USPQ 82 (32 TMR 266) (2d 
Cir.), cert. denied, 317 U.S. 641, 55 USPQ 493 (1942); Pure Oil Co. v. 
Puritan Oil Co., 127 F.2d 6, 52 USPQ 600 (33 TMR 183) (2d Cir. 1942) ; 
Bulova Watch Co. v. Stolzberg, 69 F.Supp. 543, 72 USPQ 72 (37 TMR 41) 
(D. Mass. 1947); Reviser’s Note to § 1338(b), 28 U.S.C.A. 

In a case where diversity of citizenship exists, pendent jurisdiction 
under 28 U.S.C. § 1338(b) adds nothing to, and fully coincides with diver- 
sity jurisdiction under 28 U.S.C. § 1332, but for the jurisdictional-amount 
requirement of § 1332 which is entirely absent from both § 1338(b) and 
the Lanham Act [15 U.S.C. § 1121; see: Fashion Originators’ Guild v. 
Federal Trade Commission, 312 U.S. 457, 468, 48 USPQ 483, 486 (1941) ; 
Cities Service Oil Co. v. Dunlap, 308 U.S. 208 (1939); Ruhlin v. N. Y. 
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Life Ins. Co., 304 U.S. 202, 205 (1938) ; Rice & Adams Corp. v. Lathrop, 
278 U.S. 509, 515 (1929); Bell v. Hood, 71 F.Supp. 813, 817-821 (S.D. 
Cal. 1947).] 

Pendent jurisdiction under § 1338(b) is properly invoked therefore 
whenever necessary to sustain federal jurisdiction of a cause of action 
for unfair competition arising under state law, here the law of California. 
[See Developments in the Law—Trademarks and Unfair Competition, 
68 Harv. L. Rev. 814, 884-85 (1955).] 

It follows then that the equity jurisdiction of this court is properly 
invoked in the case at bar under the Lanham Act and 28 U.S.C. § 1338(b). 
[Cf. Briggs v. United Shoe Machinery Co., 238 U.S. 48, 50 (1915).] 

Equity jurisdiction as conferred by the Constitution on the federal 
courts imposes the duty to adjudicate in keeping with the equitable rules 
and principles recognized by the Court of Chancery in England at the 
time our Constitution was formed. [Atlas Life Ins. Co. v. W. I. Southern, 
Inc., 306 U.S. 563, 568 (1939).] 

Always to be heeded is the admonition of Giles v. Harris, 189 U.S. 
475 (1903) that: “In determining whether a court of equity can take 
jurisdiction, one of the first questions is what it can do to enforce any 
order that it may make.” [189 U.S. at 487.] 

To borrow the words of Mr. Justice Clark in Steele v. Bulova Watch 
Co., supra, 344 U.S. at 289, 95 USPQ at 395 (48 TMR 57): “Where, as 
here, there can be no interference with the sovereignty of another nation, 
the District Court in exercising its equity powers may command persons 
properly before it to cease or perform acts outside its territorial jurisdic- 
tion.” [New Jersey v. New York, 283 U.S. 474 (1931); Massie v. Watts, 
6 U.S. (Cranch) 148 (1810); The Salton Sea Cases, 172 F. 792 (9th Cir. 
1909) ; ef. United States v. National Lead Co., 332 U.S. 319, 351-352, 363, 
73 USPQ 498, 511, 515-516 (1947).] 

As explained in Phelps v. McDonald, 99 U.S. 298 (1878) : “Where the 
necessary parties are before a court of equity, it is immaterial that the res 
of the controversy, whether it be real or personal property, is bevond 
the territorial jurisdiction of the tribunal. It has the power to compel the 
defendant to do all things necessary, according to the lex loci rei sitae, 
which he could do voluntarily, to give full effect to the decree against 
him * * * . Without regard to the situation of the subject-matter, such 
courts consider the equities between the parties, and decree in personam 
according to those equities, and enforce obedience to their decrees by 
process in personam.” [99 U.S. at 308.] 

Turning now to the equities. Here defendants are not merely using 
plaintiff’s mark, but are using it as a part of a counterfeit of plaintiff’s 
label placed on the same size cans as used by plaintiff. 

Unfair competition in the use of a registered mark or a trade name 
in “ecommerce” under the Act consists in any use intended or likely “to 
cause confusion or mistake or to deceive purchasers as to the source of 
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origin of * * * goods or services * * * .” [15 U.S.C. §1114(1) (a).] 
This in esssence is the common-law concept of unfair competition as ap- 
plied to the use of trademarks and trade names. [Cf: American Steel 
Foundries v. Robertson, 269 U.S. 372, 380-384 (1926) (16 TMR 51); 
Hanover Star Milling Co. v. Metcalf, 240 U.S. 403, 412-413 (1916) (6 TMR 
149) ; Elgin National Watch Co. v. Illinois Watch Case Co., 179 U.S. 665, 
673-674 (1901); 3 Restatement, Torts §§ 708-656 (1938).] 

Since the profit motive prompts competition which the policy of the 
law encourages to sustain our system of free enterprise, there is rational 
basis for holding that the newcomer, by copying the first comer’s product, 
admits it to be more readily marketable. [Straus v. Notaseme Co., 240 
U.S. 179, 181 (6 TMR 103) (1916).] And in the absence of evidence to 
the contrary, there is rational basis for the added inference that the 
latter can more readily market copies of the former’s product because the 
consuming public is confused into believing that the copies are the first 
comer’s product. [National Van Lines v. Dean, —— F.2d , 111 USPQ 
165 (47 TMR 198) (9th Cir. Oct. 18, 1956); American Chicle Co. v. 
Topps Chewing Gum, 208 F.2d 560, 563, 99 USPQ 362, 364 (44 TMR 414) 
(2d Cir. 1953) ; 3 Restatement, Torts § 708, comments ¢ and d; id. § 729, 
comment f (1938) ; ef. United States v. Ross, 92 U.S. 281, 283-284 (1875) ; 
Hunter v. Shell Oil Co., 198 F.2d 485, 490 (5th Cir. 1952); HE. K. Wood 
Lumber Co. v. Anderson, 81 F.2d 161, 166 (9th Cir.), cert. denied, 297 
U.S. 723 (1936); 1 Wigmore, Evidence §§ 26, 41 (3d ed. 1940).] 

By a confusion of source and origin, a bald attempt is here made to 
secure for defendants’ goods some of the good will, advertising and sales 
stimulation built by plaintiff. 

Copying of the trademark and trade name, in addition to the label 
of another, as defendants are doing in precise detail as to design, shape 
and color, is difficult to justify in any case. And where as here myriad vari- 
ations are available to the misappropriator, the case is mildly put by 
saying his very act of copying strongly impels the inference that he in- 
tends to reap commercial gain by trading on the good will of the first 
comer. [National Lead Co. v. Wolfe, 223 F.2d 195, 202, 105 USPQ 462, 
467-468 (45 TMR 963) (9th Cir.), cert. denied, 350 U.S. 883, 107 USPQ 
362 (1955) ; American Chicle Co. v. Topps Chewing Gum, supra, 208 F.2d 
at 562-563, 99 USPQ at 364 (44 TMR 414) ; 3 Restatement, Torts § 729(b), 
comment f (1938); 67 Harv. L. Rev. 1090 (1954).] 

The tendency of the law is “in the direction of enforcing increasingly 
higher standards of fairness or commercial morality in trade.” [Ross- 
Whitney Corp. v. Smith Kline & French Lab., 207 F.2d 190, 196, 99 
USPQ 1, 6, n. 17 (44 TMR 274) (9th Cir. 1953) ; Q-Tips, Inc. v. Johnson 
& Johnson, 206 F.2d 144, 145, 98 USPQ 86, 87 (44 TMR 39) (3d Cir. 
1953); 3 Restatement, Torts § 540 (1938).] 

Our moral standards are well sustained and the public interest 
in free competition is advanced, where a court of equity forbids the 
immoral act of misappropriation by exact copying of the goods or services 
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of another. [Cf. International News Service v. Associated Press, 248 
U.S. 215, 236, 239-240, 246-248, 258-262 (9 TMR 15) (1918); Briddell v. 
Alglobe Trading Corp., 194 F.2d 416, 421-422, 92 USPQ 100, 104-105 
(42 TMR 207) (2d Cir. 1952) (Judge Clark dissenting).] 

The “slavish” copying of features not necessary to be reproduced in 
order to produce an article in commercial competition is a sheer piracy 


_which is clearly without moral justification, is parasitic in nature, does 


nothing to advance any system of free enterprise, and should be held 
an unfair trade practice without -legal justification. [See 3 Restatement, 
Torts, Confusion of Source, Introductory Note, pp. 537-540; id. § 711; 
id. Imitation of Appearance, Introductory Note, p. 622; id. § 729, com- 
ment f; id. § 641, comment j (1938) ; ef.: Electric Auto-Lite Co. v. P & D 
Mfg. Co., 109 F.2d 566, 44 USPQ 377 (2d Cir. 1940); Cheney Bros. v. 
Doris Silk Corp., 35 F.2d 279, 3 USPQ 162 (19 TMR 491) (2d Cir. 1929), 
cert. denied, 281 U.S. 728 (1930).] 

The trademark and name here, in the words of Mr. Justice Holmes, 
“stakes the reputation of the plaintiff upon the character of the goods. It 
deals with a delicate matter that may be of great value but that easily is 
destroyed, and therefore should be protected with corresponding care.” 
[Bourjois & Co. v. Katzel, 260 U.S. 689, 692 (13 TMR 69) (1923).] 

Section 14400 of the Business and Professions Code of California pro- 
vides with respect to ownership of a trade name, as does § 14270 with 
respect to ownership of a trademark, that: “Any person who has first 
adopted and used a trade name, whether within or beyond the limits of 
this State, is its owner.” [See Stork Restaurant v. Sahati, 166 F.2d 348, 
352-353, 76 USPQ 374, 376-377 (38 TMR 431) (9th Cir. 1948); ef. 
Pagliero v. Wallace China Co., supra, 198 F.2d at 341, 344, 95 USPQ 45, 
47,49 (42 TMR 839) ; Stauffer v. Exley, supra, 184 F.2d at 963, 87 USPQ 
at 41 (40 TMR 960).] 

Section 3369 of the Civil Code of California provides in part that: 
“Any person performing or proposing to perform an act of unfair com- 
petition within this State may be enjoined in any court of competent juris- 
diction * * * as used in this section, unfair competition shall mean and 
include unfair or fraudulent business practice and unfair, untrue or mis- 
leading advertising * * * .” 

Use of the phrase “shall mean and include” indicates that the statu- 
tory definition was not intended to be restrictive or exclusive. [Athens 
Lodge No. 70 v. Wilson, 117 Cal.App.2d 322, 255 P.2d 482 (1953).] It is 
left to the courts to determine what conduct amounts to unfair competition 
in a particular case; the test question always is whether the public is 
likely to be deceived. [Schwartz v. Slenderella Systems of California, 43 
Cal. 2d 107, 271 P.2d 857, 102 USPQ 177 (44 TMR 1170) (1954) ; Ameri- 
can Philatelic Society v. Claibourne, 3 Cal.2d 689, 697-698, 46 P.2d 135 
(1935) ; MacSweeney Enterprises, Inc. v. Tarantino, 106 Cal. App.2d 504, 
235 P.2d 266, 91 USPQ 73 (41 TMR 1084) (1951); and see Netterville, 





230 THE TRADEMARK REPORTER Vol. 47 T.M.R. 


California Law of Unfair Competition: Unprivileged Imitation, 28 So. Cal. 
L. Rev. 240 (1955).] 

Wholly apart from any unfair use of a trademark or trade name, the 
copying or simulation of an article such as plaintiff’s label here, where the 
effect thereof is to appropriate another’s trade, will be enjoined by the 
California courts. So with the sending of unfair communications to the 
trade. [Banzhaf v. Chase, 150 Cal. 180, 183, 88 P. 704 (1907) ; Weinstock, 
Lubin & Co. v. Marks, 109 Cal. 529, 539-540, 42 P. 142, 145-146 (1895) ; 
McCord Co. v. Plotnick, 108 Cal.App.2d 392, 239 P.2d 32, 92 USPQ 151 
(1951) ; Grant v. California Bench Co., 76 Cal.App.2d 706, 708, 173 P.2d 
817, 818 (1949).] 

Hence it is unnecessary now to specify precisely where coverage of the 
Lanham Act ends and that of California law begins with respect to plain- 
tiff’s label in the case at bar. It suffices that together the Lanham Act ani 
the law of California operate to proscribe all the acts of unfair competi- 
tion of which plaintiff complains. 

For the reasons stated, defendants’ alternative motions to dismiss 
must be denied. 

To the extent not conceded, the facts in the case at bar are estab- 
lished interlocutorily upon the record, substantially as alleged in the 
amended complaint. [City of Hammond v. Schappi Bus Line, 275 US. 
164, 172 (1927).] 

Accordingly plaintiff’s motion for a preliminary injunction will be 
granted to the extent that, upon the filing by plaintiff with the Clerk of 
a bond or undertaking in the penal sum of $10,000, with good and sufficient 
surety approved as provided by local rule 8, and conditioned as required 
by Rule 65 of the Federal Rules of Civil Procedure, a writ of injunction 
shall issue, in the form and scope provided by Rule 65, enjoining and 
restraining the defendants and all persons referred to in Rule 65(c), pend- 
ing the hearing and determination of this action or until further order 
of court, as follows: 

(1) From using or employing, directly or indirectly in any way or 
manner, the trademark LAs PALMAS, or any colorable imitation thereof, on 
or in connection with any sale, distribution, promotion, advertising for sale, 
or display, in either the United States or the Republie of Mexico, of any 
red chili sauce, or of any other Spanish-type foods or condiments which 
are like or closely related to any now manufactured or offered for sale 
by plaintiff ; 


(2) From aiding or participating, directly or indirectly in any way 
or manner, in any sale, distribution, promotion, advertising for sale, or 
display, in either the United States or the Republic of Mexico, of any 
red chili sauce, or of any other Spanish-type foods or condiments like or 
closely related to any now manufactured or offered for sale by plaintiff, 
labeled with the trademark Las PALMAS, or any colorable, imitation thereof, 
or with any other mark or label confusingly similar to plaintiff’s label; 
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(3) From representing, either orally or in writing, to any other person 
not a party to this suit, that the exportation to the Republic of Mexico, 
or the sale or distribution therein, of Las PALMAS brand products manu- 
factured or sold by plaintiff constitutes an infringement or other viola- 
tion of any rights of defendants, or any of them; and 


(4) From impeding or interfering with, directly or indirectly in 
any way or manner, plaintiff’s endeavors to gather evidence or testimony 
from plaintiff’s wholesalers or distributors in the Republic of Mexico 
and, in particular, from urging or inducing, or in any way or manner 
attempting to induce, any of plaintiff’s wholesalers or distributors to re- 
fuse to supply affidavits or testimony respecting plaintiff’s use of the 
LAS PALMAS trademark in the Republic of Mexico. 


In order further to preserve pendente lite the status quo ante, defen- 
dants will be further restrained, pending the hearing and determination 
of this cause or until further order of court, from in any way or manner 
transferring or encumbering any right, title or interest in the Mexican 
trademark registration in question or any good will association therewith 
in the Republic of Mexico, or the assets of that portion of the business of 
defendants, or any of them, in which is employed the trademark Las 
paLMAS of Mexican registration, including specifically unused labels, signs, 
prints, packages, wrappers, receptacles, and advertisements bearing the 
trademark LAs PALMAS thereon. [Cf: United States v. United Mine Work- 
ers, 330 U.S. 258, 289-294 (1947) ; United States v. Shipp, 203 U.S. 563, 
573 (1906).] 





BURTON, PARSONS & CO., INC. et al. 
v. PARSONS et al. 


Nos. 689-56, 3962-56 —D. C. D. C.— November 21, 1956 


REMEDIES—UNFaIR COMPETITION—BASIS OF RELIEF—TRADE AND COMMERCIAL NAMES 

Plaintiff seeks by two actions for unfair competition to restrain defendants 
from engaging in business under the name Parsons Pharmaceuticals, Inc. and under 
his individual name and from engaging in other acts of unfair competition. In 
1949 the individual members of Burton, Parsons & Co. sold their business to J. 8. 
Tyree, Chemist, Inc., who subsequently reorganized as a Delaware corporation under 
the name Burton, Parsons & Co., Inc. Frederick Burton Parsons agreed to continue 
with the new corporation as general manager for 10 years. He was to receive a 
salary, commission and 20% of the common stock of the corporation. The sellers 
also agreed not to engage in any similar business for a period of 10 years. In 
1955, Parsons resigned and organized Parsons Pharmaceutical, Inc. with the help 
of his former associates. Plaintiff demands return of a portion of the stock by 
reason of defendant’s breach of contract. Defendant was individually under a 
fiduciary duty not to compete with his employer. The evidence shows use by defen- 
dant of a similar type of advertising, same slogans and the contacting of plaintiff’s 
physician customers. 
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Plaintiff is entitled to an injunction against Parsons individually and Parsons 
Pharmaceutical, Inc. representing that it is a successor, assignee or reorganization 
of plaintiff or otherwise associated with it. Frederick Burton Parsons will be 
required to make a partial return of the stock. 








Two actions for unfair competition by Burton, Parsons & Co., Inc., 
and J. 8. Tyree, Chemist, Inc. one v. J. Fred Parsons, Frederick Burton 
Parsons, and Parsons Pharmaceuticals, Inc., and one v. Catharine B. Par- 
sons. Judgment against Frederick Burton Parsons and Parsons Pharmaceu- 
ticals, Inc. Complaint against Catharine B: Parsons dismissed. 









Frost & Towers and George A. Chadwick, Jr., of Washington, D.C., for 
plaintiffs. 
J. Grahame Walker, of Washington, D.C., for defendants. 










Laws, Chief Judge. 

On September 28, 1949, John H. Burton, Katherine N. Burton, J. Fred 
Parsons and Catharine B. Parsons, owners of the stock of Burton, Parsons 
& Co., a District of Columbia corporation, contracted to sell their business 
for $400,000 to J. S. Tyree, Chemist, Inc., who shortly thereafter organized 
a Delaware corporation, Burton, Parsons & Co., Inc., to carry on the 
business. Among the provisions of the contract was one providing that 
Frederick Burton Parsons, son of J. Fred and Catharine B. Parsons, who 
for some time previously had been employed by Burton, Parsons & Co., 
the District of Columbia corporation, should be employed as general man- 
ager of the business for a period of ten years. He was to be paid a salary 
and commissions plus 20% of the common stock of the corporation. The 
contract further provided that the sellers would not at any time during 
the next ten years engage in any business similar to that being carried on 
by Burton, Parsons & Co. 

Frederick Burton Parsons thereafter became general manager of 
Burton, Parsons & Co., Inc., the Delaware corporation, and remained as 
such until April 21, 1955, when he resigned. On May 27, 1955, Parsons 
Pharmaceuticals, Inc. was organized with Frederick Burton Parsons as 
President and engaged in the manufacture and sale of bulk laxatives 
in competition with Burton, Parsons & Co., Inc. J. Fred Parsons (lately 
deceased) and Catharine B. Parsons assisted their son, Frederick Burton 
Parsons, in obtaining funds used to organize Parsons Pharmaceuticals, Inc. 

On February 15, 1956, Burton, Parsons & Co., Ine. and J. S. Tyree, 
Chemist, Inc. brought suit for an injunction against Frederick Burton 
Parsons and Parsons Pharmaceuticals, Inc. and made claim against Fred- 
erick Burton Parsons for part return of stock of plaintiff corporation (Civil 
Action 689-56). With this case there was consolidated for trial a suit 
brought by plaintiffs against Catharine B. Parsons (Civil Action 3962-56) 
seeking to enjoin her from making funds available to defendants for further 
carrying on of their business in competition with plaintiff. 
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The contract to which Mr. and Mrs. Parsons were parties, including as 
one of its provisions the employment of their son Frederick Burton Parsons, 
became binding on the latter as to all of its terms when, by his acceptance 
of employment and acting as general manager for approximately five of 
the ten years specified in the contract, he approved and ratified such con- 
tract. The agreement of the parents not to engage in competition was at 
least as important as the consideration which brought about the employment 
of Frederick Burton Parsons. It is significant that the period of employ- 
ment of Frederick Burton Parsons was for ten years, precisely the time 
plaintiffs were to be protected against competition by the sellers of the 
business. It is also significant that Frederick Burton Parsons previously 
had been employed in the original company, had been active in its affairs, 
and had knowledge of its confidential list of customers. Under the cir- 
cumstances any competition by him would be equally as damaging to 
plaintiff as competition by any others mentioned in the contract. Accord- 
ingly the Court finds that when husband, wife and son, all of whom ob- 
tained substantial benefits from the contract, at a later time combined to 
make the son a serious competitor with plaintiff Burton, Parsons & Co., 
Ine. they clearly violated the spirit, if not the letter, of said contract. 

There is a further reason which constrains the Court to find that 
Frederick Burton Parsons was under obligation not to compete with plain- 
tiff. Having accepted employment by plaintiff as its general manager for 
ten years, he became bound as a fiduciary not to compete with his employer 
during that period. The Court finds he withdrew from this position at the 
end of five years without legal cause. By so doing, he was not relieved 
of his obligation as a fiduciary for the remainder of the period called for 
by the contract. 

There can be no question but that Frederick Burton Parsons did com- 
pete and is now competing with plaintiff Burton, Parsons & Co., Inc. He 
has manufactured, and now continues to manufacture, the same type of 
product (bulk laxative), uses the same style of advertising, the same colored 
advertising folders long in use by plaintiff, and the same language for 
many years previously used by plaintiff in advertising its products. He 
further appears to have contacted a number of the same physicians who 
were accustomed to rely on the quality of products manufactured by 
Burton, Parsons & Co., Inc. 

Since Burton, Parsons & Co., Ine. did a national business in the 
United States, the agreement not to compete for ten years is reasonable as 
to territory and time. The Court is not impressed by the argument that 
the territory mentioned in the agreement must be construed as unreason- 
able because it included the entire world. Under the circumstances of 
this case, a reasonable interpretation of the agreement is that it was 
intended to protect plaintiff against competition in the United States, 
where plaintiff has done and is now doing business. 
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Plaintiffs claim irreparable injury not only as the result of competi- 
tion, but further that since defendant Frederick Burton Parsons adver- 
tises to the public, rather than confining his advertising to physicians, as 
plaintiff Burton, Parsons & Co., Inc. has done throughout its existence, 
there is occurring a confusion of products as between plaintiff and defen- 
dant Parsons Pharmaceuticals, Inc., and also by reason of defendant’s 
procedure, plaintiff Burton, Parsons & Co., Inc. is likely to lose its long 
established business with physicians. The Court agrees with this position. 

Plaintiff’s counsel has stated that notwithstanding they claim the legal 
right to enjoin defendants from any competition until the expiration of 
ten years from the date of the contract, they do not seek to deprive defen- 
dant Frederick Burton Parsons from carrying on a competing business 
or from using his own name in carrying on such business during such 
period. At oral argument, counsel stated the relief sought is that defen- 
dants in their advertising and correspondence be ordered by this Court to 
make clear that Parsons Pharmaceuticals, Inc. is not a successor, assignee 
or reorganization of Burton, Parsons & Co., Inc. or otherwise associated 
with it. This is the minimum relief against competition to which plain- 
tiff is entitled. Donnell v. Herring-Hall-Marvin Safe Co., 208 U.S. 267 
(1908) ; Herring-Hall-Marvin Safe Co. v. Hall’s Safe Co., 208 U.S. 554 
(1908) ; W. R. Speare Co. v. Speare, 265 F. 876 (10 TMR 372) (D.C. Cir. 
1920). 

Plaintiffs claim the right to an order of Court directing Frederick 
Burton Parsons to return part of the stock of Burton, Parsons & Co., Ine. 
which was assigned to him as part consideration for his employment as 
general manager for ten years. The assignment of 20% of the stock of 
Burton, Parsons & Co., Inc. was made to Frederick Burton Parsons in 
the first five years of the contract as provided by the contract. But this 
is no indication that such assignment was to be part compensation for 
only the first five years of employment. On the contrary, the contract 
indicates that the assignment of 20% of stock was part consideration 
for the whole term of employment. Having found that without legal cause, 
Frederick Burton Parsons terminated his employment after serving only 
approximately five of ten years provided for by the contract, he is legally 
obligated to return the percentage of stock he had not earned. 

The granting of an injunction against Frederick Burton Parsons and 
Parsons Pharmaceuticals, Inc., seems to afford at this time adequate and 
complete remedy to plaintiffs by way of preventing unfair competition to 
the extent they seek to be granted relief. There is no evidence that defen- 
dant Catharine B. Parsons in Civil Action 3962-56 is about to advance 
further capital to defendant Frederick Burton Parsons, or that the Parsons 
Pharmaceuticals, Inc. presently is in need of funds to carry on its business. 
This Court will be available for appropriate relief against defendant 
Catharine B. Parsons if in the future the necessity arises. 








Vol. 47 T. M.R. WINSTON v. CHARLES JAMES SERVICES 235 





From what has been stated, an injunction will issue against defen- 
dants Frederick Burton Parsons and Parsons Pharmaceuticals, Inc. as 
sought by plaintiff. Defendant Frederick Burton Parsons will be ordered 
to make partial return to plaintiff of the common stock of Burton, Parsons 
& Co., Ine. Civil Action 3962-56 against Catharine B. Parsons will be dis- 
missed, without prejudice. 

Proposed findings of fact, conclusions of law and order of Court will 
be submitted within ten days from this date. 





SAMUEL WINSTON, INC. v. 
CHARLES JAMES SERVICES, INC. et al. 


New York Sup. Court, Trial Term, N. Y. Cty. — November 21, 1956 


REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—FALSE DESIGNATION OF ORIGIN 

Plaintiff, a manufacturer of ladies’ garments sues for breach of contract and 
defendants counterclaim for damages by reason of plaintiff selling defendants’ 
styles without proper labeling and for moneys due under the contract. The evidence 
showed undeniable resemblance between the creations of plaintiff and defendants, 
supposedly the creations of one Roxanne, employed by plaintiff but who had access 
to defendants’ designs. Trade practices seem to condone style piracy and the law 
is clear that designs and fashions once displayed or sold go into public domain 
and are available to all. 

Plaintiff breached its contract by withholding the payments due under the con- 
tract without justification. Defendants’ first counterclaim for unfair competition 
is dismissed and judgment is granted in favor of defendants’ second counterclaim 
on the contract claim. 


Action by Samuel Winston, Inc. v. Charles James Services, Inc. et al. 
for breach of contract. Defendants counterclaim for unfair competition 
and breach of contract. Judgment for plaintiff in part and defendants 
in part. 


Conrad & Smith (Samuel Rubin), of New York, N.Y., for plaintiff. 
A. 8. Cutler, of New York, N.Y., for defendant. 


Levey, Justice. 

The plaintiff, a manufacturer of ladies’ garments, brought this action, 
initially, against the defendants, prominent dress designers, to recover 
the sum of $61,341.52 for breach of contract. 

Defendants denied any breach and, in addition, interposed two coun- 
terclaims, the first seeking substantial damages for the plaintiff’s conduct 
in selling the defendants’ styles without labeling them as such or without 
giving them credit: and the second praying for the recovery of a further 
sum alleged to be due pursuant to the terms of the agreement between 
them. 
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At the commencement of the trial, plaintiff discontinued its original 
action, leaving for adjudication only the defendants’ two counterclaims. 

The trial itself was needlessly prolonged due not only to the uncalled 
for antics of the individual defendant, but as well to the inordinate num- 
ber of witnesses whose contributions, although interesting at times, were 
of little aid in the determination of the issues. 

Notwithstanding, however, a rather apathetic presentation, the proof 
did reveal an undeniable resemblance between the creations of the plaintiff 
and the defendants. In this connection, it was significant that an abso- 
lutely unknown figure in the designing field, called Roxanne, employed by 
the plaintiff, suddenly emerged as a noted fashion name. Her overnight 
metamorphosis from a recent housewife and former buyer, to an exten- 
sively publicized dress designer, taxes one’s credulity. It seems far more 
plausible, as suggested by the defendants, that Roxanne’s mercurial trans- 
formation was achieved principally through her intimate knowledge of and 
easy access to the patterns of the defendant James which were on the prem- 
ises and in the possession of the plaintiff. She graciously conceded, at least, 
that many of her designs were “inspired” by the defendants’ originals. 

Nevertheless, the evidence offered by the defendants in connection with 
the first counterclaim after making due allowance for conjecture and 
speculation, was lacking the influence and weight essential to success. Ac- 
cordingly, I am constrained to dismiss it. 

What must be made crystal clear despite this disposition, is that the 
dismissal of this first counterclaim implies no approval or condonation 
of a pernicious practice that warrants some legislative or judicial inter- 
diction. 

The failure of the defendants to produce sufficient proof is unfortu- 
nate not only for themselves but for those similarly situated, since absent 
so much temperament and balderdash, and present a more constructive 
marshalling of the available facts, the trial, conceivably, could have been 
the vehicle for expressing a solution of an evil problem that has vexed 
a prosperous and legitimate industry for many years. 

It is surprising that in this tremendous field, ranking conservatively 
among the first five in the United States, such unregulated and primitive 
conditions obtain that unreserved pilfering is tolerated and openly per- 
mitted. 

The leaders of this gigantic segment of our commercial life who have 
labored so effectively in strengthening the weak spots of their organization, 
have completely ignored a situation that is eating away at the very roots 
of its existence. Style and creation constitute the life blood of this multi- 
billion dollar business. Without them, the industry would fade into ob- 
scurity. Yet, for some unknown reason, style piracy is treated more 
indulgently than much lesser offenses involving deprivation of one’s 


rights and property. 
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While authors, composers and inventors are afforded legal protection 
against misappropriation of the products of their efforts, the practice of 
“knocking off” a competitor’s successful styles, without payment or credit 
to the designer is indulged in with impunity even by manufacturers of 
otherwise acknowledged commercial integrity. 

No compelling reasons exist for excepting the style creators from 
the application of the basic rules of fair and honest dealing. The same 
ethical and equitable factors which invoke legal protection for other 
creative artists should apply with equal force to them. While much has 
been written on the subject (see cases cited below), the rationale of the 
decisions, with a few limitations, is that designs and fashions, once dis- 
played or sold, are forthwith relegated to the realm of public domain, 
available to all who care to adopt them, with accompanying forfeiture 
of any claim against the copyists. Restatement of Torts, section 757; 
Margolis v. Nat. Bellas Hess, 139 Misc. 738, 741, aff’d 235 App. Div. 839; 
Montegut v. Hickson, Inc., 178 App. Div. 94; Tabor v. Hoffman, 118 N.Y. 
30; Lamont Corliss & Co. v. Bonnie Blend Chocolate Corp., 135 Mise. 5387; 
Cornibert v. Cohn, 169 Misc. 285; Spiselman v. Rabinowitz, 270 App. Div. 
548; Richard J. Cole, Inc. v. Manhattan Modes, 109 USPQ 370 (46 TMR 
830); Wm. Filene’s Sons Co. v. Fashion Originator’s Guild, 14 F.Supp. 
353, aff’d 90 F.2d 556; Cheney Bros. v. Doris Silk Corp., 35 F.2d 279, 
3 USPQ 162 (19 TMR 491) ; Keystone Type Foundry v. Portland Pub. Co., 
186 F. 690 (1 TMR 106) ; Flagg Mfg. Co. v. Holway, 178 Mass. 83; A. LD. A. 
Schecter Poultry Corp. v. United States, 295 U.S. 495, 532; International 
News Service v. Associated Press, 248 U.S. 215, 241, 242, 247 (9 TMR 15). 

This approach seems inequitable in view of conditions obtaining in 
the business. Fashions are temporary and fleeting. The exciting of today 
is the passe of tomorrow. Unlike inventors, composers and authors who, 
without disturbance, have years to reap the benefits of their ingenuity 
following the approval of their ownership applications, the creator cannot 
resort to the slow and cumbersome process of the copyright and patent 
machinery. By the time protection could be granted, utilizing such ma- 
chinery, the styles would be abandoned and forgotten and in the meanwhile 
the unscrupulous manufacturer would have had his field day. It is evident, 
therefore, that the designer, compelled, by virtue of necessity, to sur- 
render his designs to the public, does not by such behavior, tacitly consent 
to their unqualified enjoyment by everyone regardless of motive. Let 
women, nature’s exquisite handiwork and gift to mankind, have the 
unrestrained privilege of copying or imitating any fashion that has been 
made public. Withhold such considerations, however, from those commer- 
cial parasites who make it their life’s work to deceive and defraud, by 
copying, for profit to themselves alone. 

Surely there can be no serious quarrel with the proposition that one 
should be held to strict account for purloining the possessions of another 
created and developed through exceptional talent and experience. That 
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concept flows from the inherent injustice of such activity and is, in fact, 
a settled doctrine in the law of quasi contracts. Immaterial or minor 
changes that the copyist may effect to avoid total piracy do not alter the 
basic unmoral character of his conduct. 

Some method must be devised to meet his urgency, 

As to defendants’ second counterclaim, the proof was adequate and 
persuasive that plaintiff was guilty of a breach. The reasons offered for 
withholding the payments due under the contract were entirely unjustified. 
While the defendants failed, at the outset, to deliver the models pursuant 
to the terms of their understanding, such failure was waived by the words 
and actions of the plaintiff’s officers and representatives in extending 
the time, and thereafter, not only accepting and exhibiting the designs, 
but manufacturing and delivering the dresses, ordered therefrom, to its 
customers. 

So, too, the claim of the plaintiff that the Lane Bryant incident vio- 
lated the contract appears unwarranted. It was shown that the plaintiff 
had knowledge of, and acquiesced in, the designing of a few models for 
this non-competing firm, operating in a field of activity far removed from 
that of the plaintiff. 

Accordingly, I direct judgment dismissing the defendants’ first coun- 
terclaim and granting judgment in favor of the defendants and against 
the plaintiff on the second counterclaim for the sum of $22,018.48, less 
$3,000, representing the cost to the defendants had the contract been com- 


pleted. 


ADVISERS, INCORPORATED v. 
WIESEN-HART, INC. 


No. 12829—C. A. 6—November 27, 1956 


CoPpYRIGHTS—DATE OF PUBLICATION 
Suit for copyright infringement in whieh District Court granted defendant’s 


motion for summary judgment on the grounds that a variance between actual date 
of publication and date alleged in Certificate of Copyright Registration rendered 
copyright unenforceable. 

The Copyright Act provides for the publication of a book with notice of copy- 
right and that copies should be promptly deposited in the copyright office accom- 
panied by an affidavit setting forth the date of the completion of the printing of 
the book, or the date of publication. The evidence here shows that the actual date 
of publication was August, 1953 while the date set forth in the registration certifi- 
cate was December 9, 1953. The erroneous date was based on the date of the 
distribution to the public by retail jewelers instead of the date of shipment to 
the trade and the effect of the error is to extend the copyright protection beyond 
the statutory period. 

While the early decisions support the trial court’s ruling it is the ruling of the 
court that an innocent misstatement or clerical error in the affidavit and Certificate 
of Registration unaccompanied by fraud or intent to extend a statutory period 
of copyright protection does not invalidate the copyright nor is it rendered in- 
capable of supporting an infringement action. 
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Action by Advisers, Incorporated v. Wiesen-Hart, Inc. for copyright 
infringement. Plaintiff appeals from judgment for defendant of District 
Court for Southern District of Ohio. Reversed. 


Stanton T. Lawrence, Jr., of New York, N.Y. (Pennie, Edmonds, Morton, 
Barrows & Taylor, of New York, N.Y., and Walter S. Murray and 
Murray, Sackhoff & Murray, of Cincinnati, Ohio, on the brief) 
for appellant. 

J. Warren Kinney, Jr., of Cincinnati, Ohio, for appellee. 


Before Srmons, Chief Judge, and ALLEN and McA.uistrr, Circuit Judges. 


Per Curiam. 

In an action for copyright infringement, the district court held, on 
a motion for summary judgment, that a variance between the actual date 
of publication of a book, and the date of publication alleged in the cer- 
tificate of copyright registration, required by law to be filed, rendered the 
copyright unenforceable, and that such certificate was, accordingly, 
incapable of supporting an action for copyright infringement. 

It is provided, by Title 17 U.S.C.A., Section 10, that any person entitled 
thereto by such section, may secure a copyright for his work by publica- 
tion, with the notice of copyright required by the statute. It is not dis- 
puted that the book here in question was published, together with notice 
of copyright. 

It is further provided by the statute that one may obtain registration 
of his claim to copyright by complying with certain statutory provisions, 
one of which provides that, in the case of a book, the copies deposited in 
the copyright office shall be accompanied by an affidavit, under the official 
seal of any officer authorized to administer oaths, made by the person 
claiming copyright, setting forth the date of completion of the printing of 
the book, or the date of publication. Title 17 U.S.C.A., Sections 11 and 17. 

There is no stated time within which to file the required affidavit and 
secure registration of the claim to copyright, subsequent to publication with 
notice; but the statute provides that “there shall be promptly deposited in 
the copyright office” two copies of the work. Title 17 U.S.C.A., Section 13. 
As to what is considered to be prompt registration after publication with 
notice, see Washingtonian Publishing Co. v. Pearson, 306 U.S. 30, 40 
USPQ 190. Unless the copyright is promptly registered, it becomes void. 
Title 17 U.S.C.A., Section 14. 

In this case, it appears that the actual date of publication was in 
August, 1953; but that the date of publication, as set forth in the registra- 
tion certificate, was December 9, 1953. 

The date of publication, as set forth in the certificate of registration 
of copyright and as supported by the required affidavit, was later than 
the actual date of publication. It appears that, in opposition to appellee’s 
motion for summary judgment, appellant filed affidavits explaining that 
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the date of publication was based upon the date when the books, which 
were used for promotion and advertising purposes in the jewelry trade, 
were first distributed to the public by retail jewelers, instead of the date 
when shipments were made by appellant to jewelers, when, in law, pub- 
lication is deemed to have been made. 

Appellee contends that the recital of a date in ‘the affidavit and reg- 
istration certificate later than the actual copyright date invalidates the 
copyright for the reason that it attempts to extend the copyright pro- 
tection for longer than the statutory period, citing Title 17 U.S.C.A., 
Sections 17, 14, 26, and 209, and upon the authority of Baker v. Taylor, 
2 Fed. Cases, No. 782 (1848), and Wheaton v. Peters, 33 U.S. 591, both 
of these cases supporting appellee’s claim. It is to be noted that the statu- 
tory protection of a copyright extends for a period of twenty-eight years, 
and thereafter can be renewed for a further period of twenty-eight years. 
It would seem that, in view of copyright protection for fifty-six years, 
a period of four or five months would be an immaterial variance without 
consequence to the public, unless there were some intention to secure an 
advantage in violation of the statute or with a fraudulent purpose. 

The authorities above mentioned, upon which appellee relies, are 
vases based upon earlier copyright statutes, and go back to the years 
1834 and 1848. These cases clearly sustain the decision of the district 
court. However, in Washingtonian Publishing Co. v. Pearson, 306 U.S. 
30, 40 USPQ 190, 192, 36, it was said: 


“The Act of 1909 is a complete revision of the copyright laws, 
different from the earlier Act both in scheme and language. It intro- 
duced many changes and was intended definitely to grant valuable, 
enforceable rights to authors, publishers, etc., without burdensome 
requirements; ‘to afford greater encouragement to the production 
of literary works of lasting benefit to the world.’” 


The statute grants valuable rights to persons who create such matter 
which is copyrightable; and the later cases, in the courts of appeals and 
in the district courts, emphasize, implicitly, perhaps, on the ground of 
the subsequent revision of the copyright laws, that useless technicalities 
are not to be allowed to cut down the benefits conferred. See United 
States v. Backer, 134 F.2d 533, 57 USPQ 133 (C.A. 2). In upholding 
the validity and enforceability of a copyright, Judge Paul Jones, in the 
District Court for the Northern District of Ohio, in Sebring Pottery Co. v. 
Steubenville Pottery Co., 9 F.Supp. 383, 14 USPQ 46, said: 

“The facts that * * * there was a mistake made as to the date of 
publication in the affidavit attached to the application, do not in my 
opinion, invalidate the copyright. No prejudice resulted to the defen- 
dants or the public, and the misstatement of date is not of a char- 
acter to justify a finding of purposeful falsehood.” 


It should be pointed out, however, that the opinion of the district 
court is clearly sustained by what was said in the early cases therein relied 
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upon, including the decision of the Supreme Court; and it may well be that 
that court may desire to review our determination in the instant case 
because of what was held in the earlier adjudication. It is our conclusion, 
nevertheless, that an innocent misstatement, or a clerical error, in the 
affidavit and certificate of registration, unaccompanied by fraud or intent 
to extend the statutory period of copyright protection, does not invalidate 
the copyright, nor is it thereby rendered incapable of supporting an in- 
fringement action. See Ziegelheim v. Flohr, 119 F.Supp. 324, 100 USPQ 
189. 

There remains one further issue to dispose of. In a motion made by 
appellee in this court to dismiss the appeal, it appears that appellant 
caused to be filed with the Register of Copyrights an affidavit showing 
that, as a result of an investigation which appellant made, it ascertained 
that some act amounting to publication might have taken place as early 
as August, 1953, and that appellant, therefore, was setting forth, in an 
application filed in the copyright office, the publication date as August 1, 
1953, in order to correct the prior registration; and, as a consequence, 
that appellant had secured from the Register of Copyrights a corrected 
certificate of registration. Under the regulations of the copyright office, 
issued, however, subsequent to the judgment in this case, it would appear 
that the Register of Copyrights considers that a certificate of registration 
may be corrected within the intendment of the statute, Regulation 201.5(b) 
of the Regulations of the Copyright Office, issued August 8, 1956, 21 
F.R. 6021; and we are not convinced that such view is contrary to the 
statute. 

In consideration of the above, appellee’s motion to dismiss the 
appeal is denied. 

In accordance with the foregoing, the order of the district court 
granting the motion for summary judgment is set aside and the case 
remanded to the district court for a determination on the merits. 


REDDY KILOWATT, INC. v. MID-CAROLINA ELECTRIC 
COOPERATIVE, INC. and NATIONAL RURAL ELECTRIC 
COOPERATIVE ASSOCIATION INC. 


No. 7290 —C.A. 4— January 7, 1957 


REMEDIES—INFRINGEMENT—BASIS OF RELIEF—COLORABLE IMITATIONS 


UNFAIR COMPETITION—SOCOPE OF RELIEF—EVIDENCE 
Appeal: from dismissal of complaint in action for trademark infringement 
and unfair competition. Plaintiff sought an injunction against the infringement 
of its trademark or service mark consisting of the symbol REDDY KILOWATT by the 
symbol WILLIE WIREDHAND. Both figures involve an animated humanized electrical 
symbol. Plaintiff licenses the use of its promotional material to privately owned 
public utilities who use it to promote use of electrical power by the public. The 











Vol. 47 T.M.RB. 





THE TRADEMARK REPORTER 







defendant Association was formed in 1942 and uses its humanized symbol for 
similar promotional and educational services to be used by its members who are 
electric cooperatives. Both symbols often perform substantially the same acts. 
Plaintiff produced considerable testimony tending to show confusion between defen- 
dant’s character and plaintiff’s character. But since plaintiff was not the first 
to use a humanized figure for advertising purposes it has no exclusive right to 
animated character in the electrical field. 

Plaintiff’s property rights reside in figure and not in the apparel or activity 
of the figure. Possible confusion arises by reason of similarity of situations to 
which plaintiff has no exclusive right. Isolated comparisons do not indicate likeli- 
hood of confusion or establish unfair competition. There is no substantial similar- 
ity between the two characters and no intention to infringe has been shown. New 
commercial ideas do not ordinarily become the exclusive property of the originator 
nor can a person appropriate all characters or symbols suggestive of a particular 
activity. In addition, there is no substantial competition since REDDY KILOWATT is 
distributed to public utilities while WILLIE WIREDHAND is distributed only to 
cooperatives and neither competes with the other for the business of the consumer. 





















REMEDIES—INFRINGEMENT—EVIDENCE 


CoMMON LAW TRADEMARKS—LICENSES 
Sufficiency of degree of control of plaintiff’s mark was held unnecessary to be 


decided in view of decision that there is no infringement. 









Action by Reddy Kilowatt, Inc. v. Mid-Carolina Electric Cooperative, 
Inc. and National Rural Electric Cooperative Association, Inc. for trade- 
mark infringement and unfair competition. Plaintiff appeals from judg- 
ment of District Court for Eastern District of South Carolina dismissing 


complaint. Affirmed. 
Case below reported at 46 TMR 1200. 










Wallace H. Martin, of New York, N.Y. (Carlisle Roberts, W. Croft Jen- 
nings, and Roberts, Jennings, Thomas & Lumpkin, of Columbia, 
South Carolina, and W. D. Keith, of New York, N.Y., on the brief) 
for appellant. 

C. Willard Hayes, of Washington, D.C. (David W. Robinson and James F. 
Dreher, of Columbia, South Carolina, Marion B. Holman, of Bates- 
burg, South Carolina, William M. Cushman and George T. Mobile, of 

Washington, D.C., and Robert D. Tisinger, Carrollton, Georgia, on 

the brief) for appellees. 











Before Soper and Sose.orr, Circuit Judges, and CHEsNvT, District Judge. 





Soper, Circuit Judge. 

This suit was brought to secure an injunction against the infringe- 
ment of the trademark or service mark REDDY KILOWATT, owned by Reddy 
Kilowatt, Inc., a Delaware corporation, which was plaintiff in the District 
Court. The mark is licensed to private electric light and power companies, 
which use it as a symbol to promote the consumption of electricity. The 
mark consists of an animated, humanized and fantastic cartoon or figure 
composed of a body and limbs of jagged lines simulating lightning, a 
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rounded head with a light bulb for a nose and plug-in sockets for ears. 
It is portrayed in innumerable poses and activities. 

The defendants are the National Rural Electric Cooperative Associa- 
tion, a District of Columbia Corporation, which is interested in the de- 
velopment of rural electrification in the United States, and the Mid-Caro- 
lina Electric Cooperative, Inc., a rural electric cooperative organized 
and operated under the State Electric Cooperative Act of South Carolina. 
The Association is the owner of a trademark or service mark consisting 
of an animated and fanciful character called WILLIE WIREDHAND which is 
alleged to infringe the plaintiff's mark. It was purposely designed to 
publicize the rural electrification program and is generally used by 
electric cooperatives including the defendants, Mid-Carolina, to promote 
their business activities. The figure portrays a little man whose hips and 
legs are represented by an electric wall plug, the body by an electric wire 
and the head by a socket with a push button for a nose. 

The two characters displayed in their simplest form are shown in the 
accompanying cuts. Thus shown, they are unquestionably of the same 
general class and are suggestive of one another, but they are easily dis- 
tinguishable, and in this form infringement is not claimed. The gist of 
the accusation is that many postures and situations in which the trade- 
mark REDDY KILOWATT is used by the plaintiff and its licensees are so 
closely imitated by the defendants in the portrayal of their mark that 
the public is confused and infringement occurs. This is the principal 
issue discussed in the briefs on this appeal. The District Judge who 
heard voluminous testimony on the point found against the plaintiff and 
dismissed the suit. 


Reddy Kilowatt Willie Wiredhand 
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In its discussion of the facts, the plaintiff dwells upon the priority 
of its mark, the similarity of the fields in which the two marks are used, 
the similarity of the purposes for which they are employed, and the sim- 
ilarity of many of the poses and situations in which they are depicted— 
all of these circumstances, it is said, contribute to’create confusion in the 
public mind. The character REDDY KILOWATT was devised in 1926 by 
Ashton B. Collins as a trademark to be used in the business of the 
Alabama Power Company with which he was then associated. Subse- 
quently he severed his connection with the company and it took a license 
from him for the continued use of the mark. The present business of the 
plaintiff developed from these activities and the mark is now owned and 
used by the plaintiff corporation, which Collins controls. The business 
now consists of furnishing to privately owned public utilities (electric 
light and power companies) advertising material on which the trademark 
is displayed and licensing the utilities to make use of the mark in adver- 
tising their business. At the time of the trial there were 222 licensees, of 
which 188 were domestic companies operating in almost every state of 
the Union. These licensees use the mark to identify their products in 
earrying on their distribution services and public relations programs 
in their respective territories. The licensees address their promotional 
material to the general public and it is in this field that the plaintiff claims 
that confusion is created by the use of the accused mark. 

In their use of the material the licensees have been subject to a cer- 
tain measure of control by the plaintiff whereby the licensing privilege 
has been granted only to privately owned public utilities with the right 
reserved to the owner of the mark to inspect the program and material 
on which the trademark is used, as well as the right to terminate the 
license by giving 90 days’ written notice at the end of the year. The plain- 
tiff, however, does not control the licensees in the operation of their business. 

The plaintiff’s main objection is to the later invasion of this field 
by the Cooperative Association and its affiliates. The Association was 
formed in 1942 and now includes 92% of the rural electric cooperatives 
in the country. Part of the business of the Association has been the 
preparation of public relations material and programs for its members. 
Prior to 1950 it did not use a symbolic character but in that year it began 
the use of the mark WILLIE WIREDHAND. The mark is used by the coopera- 
tives to identify their services just as REDDY KILOWATT is used by the 
licensees of the plaintiff and there is great similarity in the advertising 
matter used by both groups engaged in the distribution of electricity. 
Mat sheet depicting these characters in many poses are furnished to the 
users, both by the plaintiff and the defendants, as well as advertising 
programs and novelties bearing the respective characters. REDDY KILOWATT 
is displayed in the plaintiff’s material in many different poses associated 
with the distribution of electricity and the use of electrical appliances, 
and WILLIE WIREDHAND is used by the defendants for the same purposes 








Vol. 47 T.M.R. REDDY KILOWATT v. MID-CAROLINA ELEC. 245 


in drawings which, in many instances, closely resemble the drawings which 
are used by the plaintiff’s licensees. The possibility of confusion is in- 
creased by the fact that both marks are symbolic of electricity, both are 
humanized and animated and are engaged in doing the same things in 
substantially the same manner. The plaintiff produced considerable testi- 
mony which tended to show that persons who were well acquainted with 
the material on which its mark appeared were confused when shown 
samples of the defendants’ mark on similar material, and believed that 
the character exhibited to them was REDDY KILOWATT when, in fact, it was 
the accused mark. 

Notwithstanding all of these circumstances, it does not follow that 
the plaintiff has made out a case. Its claims to an exclusive field are not 
entitled to the breadth which is implicit in its arguments. It must be 
kept in mind in the first place that the plaintiff was not the first to make 
use of a fantastic humanized figure for advertising purposes; nor was 
it indeed the first to use such a character in the field of electricity. The 
record contains many illustrations exhibited in the Court below where 
personalized figures were used in the industrial field for promotional 
purposes, some of them relating to the use of electricity for practical 
household purposes. On this particular point the District Judge made the 
following statement in his opinion, 142 F.Supp. 851, 854, 110 USPQ 25, 
27 (46 TMR 1200, 1203) : 


“Long prior to the adoption of REDDY KILOWATT by Collins, 
animated characters had been in common and wide-spread use as 
trademarks, and in advertising, promotion and public relations work 
for all kinds of products and services. Exhibits D-W; D-X; D-DD 
and D-EE are collections of such materials. Exhtibit D-X is a collec- 
tion of 258 registrations of animated characters granted by the U.S. 
Patent Office, illustrating the wide use of such characters as trade- 
marks for a great variety of products and services. The fanciful, 
animated, humanized character made up from mechanical or elec- 
trical parts for use in advertising and promotional work did not 
originate with Collins. See Exhibit D-EE showing the following: 
Saturday Evening Post June 10, 1911, HoT POINT, MISS GLAD IRON 
and MISS SAD IRON, showing an animated electric iron; Saturday 
Evening Post (1920) French Battery & Carbon Co., showing mr. 
RAY-O-LITE in connection with batteries. This character has a badge 
made up of jagged lines to simulate lightning or electricity. Other 
animated characters are there shown. 


“Prior to the date of Collins’ first license agreement on January 2, 
1934, other animated characters were used as shown in Exhibit D-EE, 
including PLANTERS MR. PEANUT, Ingram’s animated shaving cream jar 
and tube, THREE MINUTE animated oat kernels and animated characters 
by Arkansas Power & Light Company, named THE KILO-waTTs. Other 
advertisements showing animated characters used concurrently in adver- 
tising with REDDY KILOWATT include an animated telephone of the Bell 
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System (1950); animated character, mr. PLUG-IN (1942); an animated 
fluorescent light tube, and an animated electrical figure, KATIE KORD. 
Items 68-73 of Exhibit D-D, all published in the nineteenth century show, 
respectively, an animated oil bottle, animated green peas and radishes, 
an animated insecticide bottle and hats and flativons. Item 74 shows an 
animated ear of corn published in 1909 and Item 75 shows a gas light 
and an electric light in animated form named respectively, MISS CUBIC FOOT 
and MISS KILO WATT, published in 1916. Exhibit D-RR is a group of maga- 
zines published by American Waterworks Association showing the use 
of an animated drop of water. It is humanized and is delivering messages 
and performing functions of the public water supply service in much 
the same way that plaintiff’s character has been used to personalize electric 
service. The character is known as WILLING WATER. The use of such 
characters for such purpose was in the public domain and plaintiff has no 
exclusive right to the use of animated characters in the electrical field.” 

This prior use by others of animated characters in advertising goods 
and services of course did not prevent the plaintiff from entering the field 
with an original design of its own. Nevertheless, the widespread use of this 
device has a direct bearing on the charge that members of the public are 
likely to be confused when WILLIE WIREDHAND is displayed in a pose or 
dress or activity in which REDDY KILOWATT may also be seen. Whatever 
property the plaintiff has resides in the figure itself, which it has created, 
and not in the apparel or activity in which the plaintiff sees fit to place it. 
The plaintiff has no monopoly on the thousands of situations which it has 
chosen to depict, for otherwise no other personalized figure in the elec- 
trical field wéuld have any validity. In the past thirty years REDDY 
KILOWATT has appeared in a thousand guises, which seem to include almost 
every imaginable activity, from none of which WILLIE WIREDHAND may 
lawfully be excluded; and the resulting confusion, if any there be, is not 
caused by the similarity of names or of the bare figures alone but by the 
similarity of the situations to which the plaintiff has no exclusive right. 
On this phase of the case District Judge Harry E. Watkins made the 
following striking statement, 142 F.Supp. 851, 857, 110 USPQ 25, 29-30 
(46 TMR 1200, 1208) : 


“The only similarity in the illustrations results from pose, cos- 
tume or action, but this similarity is understandable in view of the 
fact that both characters are promoting and advertising electric 
service and are used in public relations work in the business of dis- 
tributing electric power. The similarity of certain selected poses is 
also explained by the fact that reEppDy KILOWaATT has appeared in 
thousands of poses doing almost everything humanly possible and 
in every conceivable activity. Most any pose in which a cartoonist 
would draw WILLIE WIREDHAND in advertising and public relations 
work relating to distribution of electricity would be somewhat similar 
to one of the several thousand poses in which REDDY KILOWATT has 
appeared. So far as poses in the electrical field are concerned, 
REDDY KILOWATT has about preempted the entire field. It is not sur- 
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prising that some of the poses or dress of WILLIE WIREDHAND would be 
similar to that of REDDY KILowaTT. One artist drawing REDDY KILO- 
WATT and the other WILLIE WIREDHAND, in isolated rooms, showing 
the symbol of electricity, showing, in general, public relations, cele- 
brating holidays, doing things such as carrying signs, beating drums, 
doing the things that are fairly common in the cartoon trade to get 
across a message, are likely to come up with a number of similar 
positions or poses. For example, there are drawings of the characters 
dressed in kilts and other drawings with the character wearing the 
graduating cap. In the field of cartoons, the Scot is fairly common 
as a symbol for thrift or economy, and during the commencement 
season the cap and gown are likewise common in such drawings. 
There was no intent on the part of the defendants or their repre- 
sentatives, including the artist, McLay, to copy any REDDY KILOWATT 
poses. He did not secure his ideas or inspiration from REDDY KILO- 
WATT and did not have access to the mats of plaintiff prior to the 
WILLIE WIREDHAND poses. The similarity of poses has resulted from 
the fact that the parties are using an animated cartoon-like character 
in advertising, promotional and public relations work, in substantially 
the same way, which the defendants have a right to do. Any similarity 
in general appearance in these selected illustrations resulted as a 
matter of coincidence. The various isolated comparisons do not indi- 
eate a likelihood of confusion or establish unfair competition. There 
is no substantial similarity in the two characters.” 


The established rule that new and valuable ideas developed in the 
prosecution of a business do not ordinarily become the exclusive property 
of the originator is well stated in Nims, Unfair Competition and Trade- 
marks, 4th Edition, Vol. 2, § 289, page 947, as follows: 


“* * * Generally speaking, there is no protection for new com- 
mercial ideas or methods although they may be original and valuable 
unless they are kept secret or are divulged only by a contract which 
binds the one to whom they are disclosed to pay for their use if they 
are adopted. It is not unfair competition to obtain knowledge of 
or to use a competitor’s ideas or methods if such knowledge is ob- 
tained in a bona fide way, and such use is fair.” 


See also Perris v. Heramer, 99 U.S. 674; Reynolds v. Norick, 10 Cir., 
114 F.2d 278, 46 USPQ 494 (30 TMR 633); Kaeser & Blair, Inc. v. Mer- 
chants’ Assn., 6 Cir., 64 F.2d 575, 17 USPQ 357 (23 TMR 171) ; Affiliated 
Enterprises, Inc. v. Gantz, 10 Cir., 86 F.2d 597, 31 USPQ 397. 

It is equally true that a person cannot appropriate to his exclusive 
use all characters or symbols suggestive of a particular activity for, as was 
said in Canal Co. v. Clark, 13 Wall. 311, 324, “[one] has no right to ap- 
propriate a sign or a symbol, which, from the nature of the fact that it 
is used to signify, others may employ with equal truth, and therefore 
have an equal right to employ for the same purpose.” See also Judson 
Dunaway Corporation v. Hygienic Products Co., 1 Cir., 178 F.2d 461, 
84 USPQ 31 (40 TMR 113) ; Sargent & Co. v. Welco Feed Mfg. Co., Inc., 
8 Cir., 195 F.2d 929, 93 USPQ 144 (42 TMR 547) ; Official Aviation Guide 
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Co., Inc. v. American Aviation Associates, Inc., 7 Cir., 150 F.2d 173, 65 
USPQ 553. When these rules are applied to the circumstances of the 
pending case it becomes apparent that even if the poses and attitudes of 
WILLIE WIREDHAND used by the defendants in their advertising material are 
strikingly similar to those used by the plaintiff in displaying REDDY KILO- 
watt, the plaintiff has no just cause to complain, for it has no right to 
appropriate as its exclusive property all the situations in which figures 
may be used to illustrate the manifold uses of electricity. 

It should be borne in mind that we are not dealing in this instance with 
an attempt on the part of an infringer to simulate not only the precise 
trademark of another, but also to imitate the manner in which the trade- 
mark is usually employed as, for instance, imitating the color or size of 
the package in which the goods are contained in connection with which 
the trademark is ordinarily employed. As we have pointed out above, the 
plaintiff’s mark in the pending case is not used in any standardized form 
but in a great variety of situations; and it is the portrayal by the defen- 
dants of the same situations, to which the plaintiff has no exclusive right, 
which leads to the confusion of which it complains. Cf. Florence Mfg. 
Co. v. J. C. Dowd & Co., 2 Cir., 178 F. 73 (1 TMR 289) ; Scriven v. North, 
4 Cir., 134 F. 366, 372. 

It is well to add that there is no such competition between the two 
marks in this case as is usually found in controversies involving the use 
of similar figures to publicize the merits of competing articles of merchan- 
dise or services. REDDY KILOWATT is used for two purposes: (1) as a trade- 
mark or service mark to denote the origin of the promotion material sup- 
plied to public utilities by the plaintiff and (2) as a trademark or service 
mark to denote the origin of the product or service supplied by the 
public utility companies to the public. In neither respect does the mark 
encounter substantial competition with the defendants’ mark. REDDY KILO- 
WATT material is distributed only to public utilities, while WILLIE WIRED- 
HAND material is distributed only to cooperatives. There is no instance 
in which the user of one service has endeavored to substitute the other. 
Similarly, there is no substantial competition between the suppliers of 
electricity that use one mark with the suppliers of electricity that use the 
other. This feature of the business is accurately described in the following 

excerpt from the District Judge’s opinion: (142 F.Supp. 851, 859, 110 
USPQ 25, 31, 46 TMR 1200, 1210) : 


“ * * * The areas in which cooperatives may extend their lines 
are limited by Act of Congress under which they receive their loans 
and by state laws. Cooperatives are only permitted to serve customers 
who cannot get electric power from a private utility. There is also 
an economic limitation as the cooperatives which buy power from 
privately owned companies cannot extend their lines into areas which 
private power companies want to serve. 

“It has happened that when a power load grows up in the area 
served by a cooperative, the private power company will extend its 
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lines to take over that load. This means the loss of the better cus- 
tomers of a cooperative to a private company and is called pirating 
by the cooperative officials. There is no evidence of a cooperative 
having taken customers from a private utility. In cases where a new 
house is built in a fringe area, between the areas served by a coop- 
erative and a private utility, the factors which will determine who 
shall serve them are (1) the price differential and (2) whether or not 
the cooperative is purchasing its power from the power company. 
There is little or no competition for customers between the coopera- 
tives and the licenses of plaintiff, even in the so-called fringe areas. 
Each has its particular area. The members of the public buy their 
electric power from the only source available.” 


One result of this situation, which is rare in trademark litigation, is 
that the plaintiff makes no claim that it has suffered any damage from the 
public use of the defendants’ mark but expressly disclaims any right to 
damages in the pending case. The situation also gives rise to the defen- 
dants’ contention that REDDY KILOWATT lacks validity as a trademark or 
service mark to indicate the products or services of a particular public 
utility. A trademark cannot be licensed by the mere granting of permis- 
sion to use it—in fact, it has no legal existence apart from its function 
to indicate the origin of goods or services and hence it cannot be trans- 
ferred apart from the business itself. See Nims, Unfair Competition and 
Trademarks, 4th Edition, Vol. 1, § 22, page 122. This rule is qualified to 
some extent by the provisions of the federal statute on trademarks. It is 
provided in § 45 of the Trademark Act of 1946, 15 U.S.C. § 1127, that a 
trademark includes any word, name, symbol or device used by a manu- 
facturer or merchant to identify his goods, and that a service mark means 
a mark used in the sale or advertising of services to identify the services 
of one person; but it is also provided by § 1055 that where a registered 
mark is or may be used legitimately by related companies, such use shall 
inure to the benefit of the registrant; and a related company is defined by 
§ 1127 to mean any person who legitimately controls or is controlled by the 
registrant in respect to the nature and quality of the goods or services in 
connection with which the mark is used. The plaintiff relies on these 
provisions to establish the validity of its licensing system; but it is note- 
worthy that, although the plaintiff exercises some control of the use of the 
REDDY KILOWATT promotional material by its licensees, it does not claim that 
it has any control over the products or services rendered by the public 
utility companies to the consuming public. On this account the defendant 
argues that the mark has no validity as used by the public utility com- 
panies; but we need not decide this issue in view of the conclusion that 
we have reached—that there has been no infringement. 

Affirmed. 
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EX PARTE THE LITTLE STUDIO, INC. 


Commissioner of Patents — October 30, 1956 









REGISTRABILITY—TRADE NAMES . 
Trade or commercial name may under some circumstances be also trademark 





or service mark. 
REGISTRABILITY—TRADE NAMES 









REGISTRABILITY—SERVICE MARKS 
It may be that THE LITTLE STUDIO has no significance to public as mark iden- 


tifying applicant’s services, consisting of viewing, selecting, arranging for ex- 
hibition in galleries and consigning to such galleries works of art for sale, but 
it is quite likely that it has such significance to artists and galleries; under such 
circumstances it performs function of service mark. 















Application for service mark registration by The Little Studio, Inc., 
Serial No. 679,700 filed January 21, 1955. Applicant appeals from decision 
of Examiner of Trademarks refusing registration. Reversed. 


Frank A. Bower, of New York, N.Y., for applicant. 








LEeEps, Assistant Commissioner. 

An application has been filed to register THE LITTLE STUDIO as a service 
mark for arranging for the sale of works of art on a commission basis 
through the medium of art galleries and other outlets where the works of 
art are exhibited, this being confined to services for artists in connection 
with arranging and handling of the transportation and exhibition of the 
paintings and other art objects. Use since February of 1952 is asserted. 

Registration has been refused on the ground that the term is used 
as a trade name and not as a mark to identify the claimed services. Ap- 
plicant has appealed. 

It appears from the record that applicant operates an art gallery in 
New York City and it renders its services to artists through its own and 
other galleries located in New York, Chicago, Cincinnati, Denver, Beverly 
Hills and Philadelphia. Giving particular attention to new and unknown 
artists, applicant views their art works and, if they are found to be 
acceptable, applicant affixes to such works a label showing THE LITTLE 
sTuDIO and either hangs them in its own gallery or consigns them to one 
of the other galleries above referred to for exhibition and sale to the 






















public. 
Applicant’s name is THE LITTLE STUDIO, INC. The subject matter of 


this application is the identifying and predominant portion of its name; 
but a trade or commercial name may, under some circumstances, also be 
a trademark or service mark. It may be that THE LITTLE sTuUDIO has no 
significance to the public as a mark identifying applicant’s services, but 
it is quite likely that it has such significance to artists and to the galleries 
to which applicant consigns works of art for exhibition and sale. Under 
such circumstances, it performs the function of a service mark. 
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The identification of services as set forth in the application is not 
quite complete, and it should therefore be amended to read, “viewing, 
selecting, arranging for exhibitions in galleries, and consigning to such 
galleries works of art for sale on a commission basis to the public.” Upon 
receipt of such an amendment the mark should be published in accordance 
with Section 12(a). 

The decision of the Examiner of Trademarks is reversed. 


EX PARTE WINSLOW MANUFACTURING CO. 


Commissioner of Patents — October 31, 1956 


REGISTRABILITY—-PERSONAL NAMES 


REGISTRATION PROCEDURE—APPLICATION 
WINSLOW has primary significance of surname; Examiner’s decision refusing 
registration is accordingly affirmed, but leave is given to applicant to submit evi- 
dence tending to show that name as used by applicant has lost its primary signifi- 
cance as surname and identifies applicant’s products and distinguishes them from 
those of others. 


Application for trademark registration by Winslow Manufacturing 
Co., Serial No. 675,042 filed October 18, 1954. Applicant appeals from 
decision of Examiner of Trademarks refusing registration. Affirmed. 


Woodling & Krost, of Cleveland, Ohio, for applicant. 


Leeps, Assistant Commissioner. 

An application has been filed to register wiNsLow for guillotine 
gages, use since September 20, 1954 being asserted. Registration has been 
refused on the ground that wINSLow is primarily merely a surname. Ap- 
plicant has appealed. 

WINSLOW is a surname, and it is a geographical name, being the name 
of a city in Arizona and a town in Maine. It is the distinctive portion of 
applicant’s commercial name. And it has been used by applicant as a 
trademark since 1954. 

The primary significance, however, is probably a surname significance 
in view of the relatively short time it has been used as a trademark. It is 
a rather simple matter for an applicant in a case such as this to furnish 
evidence as to the extent of use, volume of sales under the mark, extent 
of advertising the products under the mark, and recognition of the mark 
by one or more purchasers as indicating the origin in applicant of products 
bearing it; but this applicant has submitted nothing. 

The decision of the Examiner of Trademarks is affirmed; but leave 
is given applicant to submit, within sixty days from the date hereof, evi- 
dence tending to show that the name as used by applicant has lost its 
primary significance as a surname and identifies applicant’s products 
and distinguishes them from those of others. 
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EX PARTE GOODALL-SANFORD, INC. 


Commissioner of Patents — November 5, 1956 


REGISTRABILITY—DESCRIPTIVE TERMS 
COOL CORD is merely descriptive of piece goods of ¢ombinations of ORLON and 
nylon. 


Application for trademark registration by Goodall-Sanford, Inc., 
Serial No. 678,625 filed December 20, 1954. Applicant appeals from 
decision of Examiner of Trademarks refusing registration. Affirmed. 


Benjamin Burrows, of New York, N.Y., for applicant. 


Leeps, Assistant Commissioner. 

An application has been filed to register cooL corp as a trademark for 
piece goods of combinations of ORLON' and nylon, use since September 16, 
1954 being asserted. 

Registration has been refused on the ground that the term merely 
indicates that the fabrics are “cool cord ones.” Applicant has appealed. 

Presumably, the ruling of the examiner means that “cool” is an 
adjective commonly used to describe fabrics and “cord” is a type of fabrie, 
and therefore the term cooL corD is merely descriptive of applicant’s goods. 
It is assumed that the statutory ground of refusal is the first clause of 
Section 2(e) (1). 

It cannot be doubted that the term is, in its primary significance, 
merely descriptive. If applicant has so used, advertised and promoted 
its fabrics identified by the term as to cause it to acquire a secondary sig- 
nificance and distinguish applicant’s goods from those of others, evidence 
showing this fact should have been presented. 

The decision of the Examiner of Trademarks is affirmed. 





EX PARTE ROBERTS MANUFACTURING COMPANY 


Commissioner of Patents — November 5, 1956 


REGISTRABILITY—CONFUSINGLY SIMILAR MARKS—CLASS OF Goops 
Stove hoods and exhaust fans might reasonably be assumed to emanate from 
same source. 
REGISTRABILITY—CONFUSINGLY SIMILAR MARKS 
RANGER is not the phonetic equivalent of RANGAIRE; more important, mental 
associations created by the two are distinctly different; as regards registrant’s 
mark RANGEAIRE, however, applicant’s mark RANGER is equivalent of registrant’s 
visually, phonetically, and in mental associations, and confusion of purchasers is 
believed unavoidable. 


1. In her first action the Examiner of Trademarks required an amendment sub- 
stituting the common descriptive name for the trademark ORLON, but such an amendment 


has not been filed. 
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Application for trademark registration by Roberts Manufacturing 
Company, Serial No. 652,795 filed September 4, 1953. Applicant appeals 
from decision of Examiner of Trademarks refusing registration. Affirmed. 


Clarence A. O’Brien and Harvey B. Jacobson, of Washington, D.C., for 
applicant. 


LEEps, Assistant Commissioner. 


An application has been filed to register RANGAIRE for stove hoods. 
Use since December 1, 1952, is asserted. 

Registration has been refused on the ground that applicant’s mark 
so resembles the mark RANGEAIRE previously registered for exhaust fans? 
as to be likely, when applied to stove hoods, to cause confusion, mistake 
or deception of purchasers. 

Applicant has appealed. 

It seems to be applicant’s contentions that (1) the goods are dif- 
ferent in construction and use, and (2) applicant has registered RANGER 
for stove hoods,? and since RANGAIRE and RANGER are “practically indis- 
tinguishable in sound,” it is entitled to register RANGAIRE. 

It is true that the goods of applicant are different, both in construc- 
tion and use, from registrant’s, but this does not alter the fact that the 
products of both might reasonably be assumed to emanate from the same 
source. This contention is without merit. 

RANGER, previously registered by applicant for stove hoods, is not the 
phonetic equivalent of RANGAIRE, sought to be registered, and more im- 
portantly, the commercial impressions, that is, the mental associations 
created by the two, are distinctly different. As regards the registrant’s 
mark RANGEAIRE, however, applicant’s mark is the equivalent of registrant’s 
visually, phonetically and in mental association. For all practical pur- 
poses, the marks are the same. 

Under the circumstances present here, confusion of purchasers is 
believed inevitable. 

The decision of the Examiner of Trademarks is affirmed. 





EX PARTE SEABOARD CHEMICAL COMPANY 
INCORPORATED 


Commissioner of Patents — November 5, 1956 


REGISTRABILITY—DESCRIPTIVE TERMS 
LIQUID BANDAGE is merely descriptive term used by applicant as name of its 
product, which is film-forming liquid for application to abrasions to cover them 
protectively and aid healing. 


1. Reg. No. 543,144, issued May 29, 1951. 
2. Reg. No. 575,229, issued June 2, 1953. 
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Application for trademark registration by Seaboard Chemical Com- 
pany Incorporated, Serial No. 658,024 filed December 15, 1953. Applicant 
appeals from decision of Examiner of Trademarks refusing registration. 
Affirmed. 


Angelo M. Pisarra, of Newark, New Jersey, for applicant. 


LEEps, Assistant Commissioner. 

Application has been filed to register LIQUID BANDAGE for film-forming 
liquids for application to cuts, wounds, scratches and abrasions to cover 
them protectively and to aid in healing, use since October 26, 1953 being 
asserted. 

Registration has been refused on the ground that the term is a merely 
descriptive term used descriptively rather than as a trademark. 

Applicant has appealed. 

The specimens show: 


The Amazing — Modern 
SACURE 
Trade Mark 
THE LIQUID BANDAGE 
Just Brush on for 
INSTANT RELIEF 


Applicant contends that its product is a liquid; after application, the 
solvent in the liquid quickly evaporates leaving a substantially dry pro- 
tective film; and the film-forming liquid cannot function as a bandage 
since it is only after the liquid has been converted into a film that it 
functions as a protective layer or strip. 

A bandage is either a strip of woven material used in dressing and 
binding up wounds, ete. or any flexible strip similarly used. See: Webster’s 
New International Dictionary, Second Edition. Applicant’s product ob- 
viously is a flexible protective strip used in dressing wounds, cuts, scratches 
and abrasions. ' 

Applicant uses THE LIQUID BANDAGE on its labels to tell purchasers 
what the product is. In other words, it uses the term presented for reg- 
istration as the name and the onJy name for its product. The specimens 
clearly show that sacurE is applicant’s brand of liquid bandage. 

Registration is refused on the ground that LIQUID BANDAGE is a merely 
descriptive term used by applicant as the name of its product. The deci- 
sion of the Examiner of Trademarks is affirmed. 
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EX PARTE JAY SHOE MANUFACTURING CO., INC. 


Commissioner of Patents — November 9, 1956 


REGISTRABILITY—CONFUSINGLY SIMILAR MARKS 

HI-TONES, for women’s and children’s shoes, is likely to cause confusion with 
prior registration of HITONE, for hosiery, in view of the frequency with which such 
products are advertised together and the further circumstance that they are com- 
monly purchased at the same time, by the same purchasers, in the same stores and 
although the products might not be thought to emanate from the same producer, 
the relationship between them is so close that purchasers most likely would con- 
clude that some connection exists and assume that the quality of one carries over 
to the other. 


Application for trademark registration by Jay Shoe Manufacturing 
Co., Inc., Serial No. 665,118 filed April 23, 1954. Applicant appeals from 
decision of Examiner of Trademarks refusing registration. Affirmed. 


Ezekiel Wolf, of Boston, Massachusetts, for applicant. 


LeeEps, Assistant Commissioner. 


An application has been filed to register HI-TONES for shoes for women 
and children, use since April 12, 1954 being asserted. 

Registration has been refused on the ground that applicant’s mark so 
resembles HITONE registered for hosiery’ as to be likely, when applied to 
shoes, to cause confusion, mistake or deception of purchasers. 

Applicant has appealed. 

Applicant relies primarily on the decisions in which it has been stated 
that purchasers are not likely to believe that shoes and wearing apparel? 
(such as slack suits, ski suits, bathing suits, etc.) ; fur coats and apparel*® 
(such as slacks, skirts, dresses, blouses, etc.) ; and women’s lingerie and 
men’s suits and coats‘ emanate from the same producer. Applicant ap- 
parently is of the opinion that these decisions were based upon a known 
difference in manufacturing methods and sales techniques. The cited cases, 
however, rested upon their own peculiar facts, and the facts led to the 
conclusion in each case that purchasers were not likely to associate the 
applicant’s product with either the registrant or the registrant’s product. 

In the present case we have products—shoes and hosiery—which are 
commonly purchased in the same stores, usually shoe stores, by the same 
purchasers at the same time, and the products are frequently advertised 
together. They are associated in the consumer mind. It may well be that 
a purchaser of HI-TONES shoes who goes to the hosiery counter and is 
offered HITONE hosiery will not think that both products are made by the 


1. Reg. No. 328,793, issued Oct. 8, 1935, renewed. 

2. Ex parte Mishawaka Rubber & Woolen Mfg. Co., 105 USPQ 73 (45 TMR 610) 
(Com’r, 1955). 

3. Ex parte Maya de Mezico, 103 USPQ 158 (45 TMR 227) (Com’r, 1954). 

4. Dorian-Macksoud Corp. v. Rose Brothers, 103 USPQ 367 (45 TMR 122) (Com’r, 
1954). 
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same producer; but the product relationship is such that it seems most 
likely that the purchaser will think that there is some kind of connection 
between the producers and assume that the quality of one product carries 
over to the other. 

This represents a kind of purchaser confusion which the statute is 
aimed at preventing. 

The decision of the Examiner of Trademarks is affirmed. 





EX PARTE DOLE REFRIGERATING COMPANY 


Commissioner of Patents — November 14, 1956 


REGISTRABILITY—SYMBOLS 

Examiner’s refusal of application for design of a quadrilateral border with 
arcuate sides, upon the ground that it functioned merely as a frame for applicant’s 
word mark and not as a trademark in and of itself, reversed; applicant’s extensive 
use of the design on the products in the manner described and in advertising, 
catalogs, stationery and billheads and its direction to consumers in its advertising 
to look for the design on the goods created a commercial impression identifying 
its products even though the design made was never used alone, all with the result 
that it operated as a “house symbol.” 


Application for trademark registration by Dole Refrigerating Com- 
pany, Serial No. 661,989 filed March 4, 1954. Applicant appeals from 
decision of Examiner of Trademarks refusing registration. Reversed. 


Parker & Carter, of Chicago, Illinois, for applicant. 


Leeps, Assistant Commissioner. 


An application has been filed to register the design of a quadrilateral 
border with arcuate sides, for refrigerating units, use since August 26, 
1953, being asserted. 

Registration has been refused on the ground that the design ap- 
pears to function as a frame or background for the word elements of 
applicant’s mark and is therefore not a trademark. 

Applicant has appealed. 

The symbol presented for registration is used as a border display 
around applicant’s trademarks DOLE, COLD-CEL, HEAT-CEL, TURK-CEL, ICE- 
cEL and the phrase THE CEL LINE, and combinations of these marks or one 
of the marks with the phrase. The symbol of the quadrilateral always 
appears on the nameplates displaying applicant’s mark or marks on its 
goods; it appears with a mark or marks at least once in each and every 
advertisement; and for the past year, or longer, applicant has been 
including in its advertising the statement, “Look for This Sign 


O 
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for Better Refrigeration.” Applicant’s catalogs, advertisements (includ- 
ing those for its complete line of units), stationery, billheads and other 
office items all feature the symbol to such an extent that it undoubtedly 
creates a commercial impression identifying and distinguishing appli- 
cant’s products even though it is never used alone. It is, in effect, a “house 
symbol” used on and in connection with all applicant’s products, irre- 
spective of the specific mark which identifies a particular item. 

The circumstances of this case lead to a conclusion that the symbol 
performs a trademark function, i.e., it is a trademark. 

The decision of the Examiner of Trademarks is reversed, and the mark 
should be published in accordance with Sec. 12(a). 





EX PARTE L. M. EDDY MANUFACTURING CO., INC. 


Commissioner of Patents — November 15, 1956 


REGISTRABILITY—PERSONAL NAMES 

Refusal of an application for the mark ser. EDpy, displayed as a facsimile 
signature, for toy holsters and toy pistol and holster sets, upon the ground that 
its use only in conjunction with the phrases “made by” or “made and autographed 
by” did not constitute trademark use was reversed; under the circumstances, the 
mark had been used in the nature of a house mark and considering the class of 
purchasers there is little question but that they would rely upon the designation 
to identify the applicant’s products and distinguish them from those of others. 


Application for trademark registration by L. M. Eddy Manufacturing 


Co., Inc., Serial No. 657,704 filed December 9, 1953. Applicant appeals 
from decision of Examiner of Trademarks refusing registration. Reversed. 


Thomson & Thomson, of Boston, Massachusetts, for applicant. 


LeeEps, Assistant Commissioner. 

An application has been filed to register sat. EDpy, displayed as a 
facsimile signature, for toy holsters and toy pistol and holster sets, use 
since October 16, 1953 being asserted. 

Registration has been refused on the ground that the specimens fail 
to show use of the term as a trademark, being used only in conjunction 
with the phrases “Made by” or “Made and Autographed by.” 

Applicant has appealed. 

The record indicates that applicant’s president, Edward J. Beil, has, as 
a result of his efforts to teach boys and girls respect for the law, been given 
the title of Honorary Sergeant of Police in his home town in Massachusetts. 
As a result of his appearance before audiences and on television and radio 
where he uses the pseudonym SERGEANT EDDY, he has become widely known 
under the name as an authority on law enforcement. His business is man- 
ufacturing leather goods and toy holsters and toy pistol and holster sets. 
The holsters and pistol and holster sets have specific marks, such as RACKET 
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BUSTER, PLAIN CLOTHESMAN and STATE TROOPER, stamped on them, together 
with the facsimile signature set, EDDY. 

The toys are packaged in boxes which feature a photograph of Sergeant 
Eddy, the various specific marks used to identify the particular holster or 
pistol and helster set, the phrases “Made by” and “Made and Autographed 
by” followed in each instance by the facsimile signature sat. EDDY, and 
applicant’s corporate name and address. 

Under the circumstances of this case sat. EDDY, used in the form of a 
facsimile signature on all of applicant’s toy holsters and pistol and holster 
sets, and on the boxes in which they are packaged, is in the nature of a 
“house mark”; and when the class of purchasers of the goods is considered, 
there is little, if any, question but that they would rely upon the facsimile 
signature of seat. EDDY to identify the products and to distinguish them 
from like products of others. sat. EDDY, therefore, performs the function 
of a trademark. 

The decision of the Examiner of Trademarks is reversed, and the mark 
should be published in accordance with Section 12(a). 





EX PARTE MEAD JOHNSON & COMPANY 


Commissioner of Patents — November 15, 1956 


REGISTRABILITY—DESCRIPTIVE TERMS 
Application for HOSPITAL FORMULATOR, used in connection with enclosed 
charts designed for use in bulk preparation of infant formulas, rejected as 
merely descriptive of the goods since the term is an apt description for the 
goods and applicant had used it as the only name of the item. 


Application for trademark registration by Mead Johnson & Company, 
Serial No. 653,858 filed September 28, 1953. Applicant appeals from deci- 
sion of Examiner of Trademarks refusing registration. Affirmed. 


Bertha L. MacGregor, of Englewood, Colorado, for applicant. 


Leeps, Assistant Commissioner. 

An application has been filed to register HOSPITAL FORMULATOR for 
encased charts for use in bulk preparation of infant formulas, use since 
August 24, 1953 being asserted. 

Registration has been refused on the ground that the term HOSPITAL 
FORMULATOR is merely descriptive of the charts and is therefore unregis- 
trable under Section 2(e) of the statute. 

Applicant has appealed. 

The item on which the term is used is described as an encased chart 
having numerals and words printed thereon for use in aiding the user 
in preparing dietary materials or formulas for varying numbers of infants 
for their requirements for twenty-four hour periods. These charts are 
furnished (given or sold) to hospitals for purposes of simplifying for 
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nurses or dietitians their calculations for mixing formulas in substantial 
amounts for a given number of babies. It is noted that applicant makes 
and sells infants’ formula foods, and the trademarks for some of its prod- 
ucts appear on the printed charts. 

The words HOSPITAL FORMULATOR, the name of the hospital and the 
house formula number appear prominently on the front of the chart case. 

Applicant contends that the term is not merely descriptive, since a 
“formulator” is one who formulates. The fact is that someone “formulates” 
the formulas according to the charts. This, however, is not the crux of the 
situation. The term is an apt description for the item, and it is clearly 
apparent from the specimen submitted at the hearing on appeal that 
applicant uses the term HOSPITAL FORMULATOR as the name and the only 
name of the item. A statement appears on the face of the chart as follows: 
“Formulator Designed and Supplied by Mead Johnson & Company as a 
Special Service to Hospitals.” Here again FORMULATOR is used as the name 
of the item. 

An apt description used as the name and the only name of a product 
is not a trademark. It is therefore not registrable. 

The decision of the Examiner of Trademarks is affirmed. 





EX PARTE ODOL-WERKE WIEN GESELLSCHAFT M.B.H. 


Commissioner of Patents— November 15, 1956 


REGISTRABILITY—CONFUSINGLY SIMILAR MARKS 

Foreign words may not be registered if the English equivalent has been pre- 
viously used or registered in connection with goods which might reasonably be 
assumed to come from the same source. 

Application for CHAT NoIR, for eau de cologne, rejected as likely to create 
confusion with registration for BLACK cAT—words conveying the same meaning 
to a substantial segment of the purchasing public—previously used on cosmetic 
items, including perfume and toilet water. 


Application for trademark registration by Odol-Werke Wien Gesell- 
schaft M.B.H., Serial No. 652,032 filed August 19, 1953. Applicant ap- 
peals from decision of Examiner of Trademarks refusing registration. 
Affirmed. 


Freeman & Marmorek, of New York, N. Y., for applicant. 


Leeps, Assistant Commissioner. 

An application has been filed to register cHaT NoIR for eau de cologne. 
The application is based on Austrian Reg. No. 18,514 dated May 26, 1950. 
The English translation of applicant’s mark is BLACK CAT. 

Registration has been refused on the ground that applicant’s mark 
CHAT NOIR so resembles BLACK CAT, previously registered for cosmetic items 
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including perfumes and toilet waters,’ as to be likely, when applied to eau 
de cologne, to cause confusion, mistake or deception of purchasers. 

Applicant has appealed. 

There is no question but that the involved products might reasonably 
be expected to emanate from a single producer. The only question, then, 
is whether or not the marks on the goods are likely to lead to confusion, 
mistake or deception of purchasers. Applicant’s mark cHaT NoIR undoubt- 
edly means, and is the same as, BLACK CAT to a substantial segment of the 
perfume and cologne buying public, and it is concluded that confusion 
and mistake among such purchasers would be inevitable. 

It is well established that foreign words or terms may not be regis- 
tered if the English language equivalent has been previously used on or 
registered for products which might reasonably be assumed to come from 
the same source. See: In re Maclin-Zimmer-McGill Tobacco Co., Inc., 
262 F. 635 (10 TMR 93) (CA DC, 1920); Golden Arrow Toiletries v. 
Lancome, 8.A., 79 USPQ 352 (39 TMR 59) (Com’r, 1948) ; Bourjois, Inc. 
v. Parfums Schiaparelli, Inc., 72 USPQ 32 (37 TMR 80) (Com’r, 1946) ; 
Campana Corp. v. Lissar Compania Incorporada, 54 USPQ 420 (32 TMR 
550) (Com’r, 1942). See also: In re Northern Paper Mills, 17 USPQ 492 
(23 TMR 260) (CCPA, 1933). 

The decision of the Examiner of Trademarks is affirmed. 





EX PARTE WEISS, doing business as MASTER 
PRODUCTS COMPANY 


Commissioner of Patents — November 15, 1956 


REGISTRABILITY—CONFUSINGLY SIMILAR MARKS 

Application for MASTER, used in connection with stencils, styli for cutting 
stencils and stencil writing plates and lettering guides found not likely to cause 
confusion with registrations for MASTERLINE, used on papers or CLEARMASTER, 
used on master paper for duplicating purposes, nor was it likely to cause confusion 
with MASTERSET, registered for paper coated with a transfer medium for du- 
plicating processes, in view of the highly suggestive connotation of the latter and 
the lack of such meaning in the mark applied for in connection with the goods 
listed since a stencil is not a master at the time of purchase and cannot be such 
until prepared for use. 


Application for trademark registration by James Weiss, doing busi- 
ness as Master Products Company, Serial No. 661,384 filed February 19, 
1954. Applicant appeals from decision of Examiner of Trademarks re- 
fusing registration. Reversed. 


James R. McKnight, of Chicago, Illinois, for applicant. 


1. Reg. No. 409,019, issued September 12, 1944. 
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LEEDs, Assistant Commissioner. 

An application has been filed to register MASTER for stencils, styli 
for cutting stencils, stencil writing plates and stencil lettering guides, 
use since September 5, 1937 being asserted. 

Registration has been refused on the ground that the word MASTER 
is believed to refer to the original from which copies are reproduced 
and is therefore incapable of distinguishing applicant’s goods; and on 
the ground that MASTER so resembles MASTERLINE registered for papers,' 
CLEARMASTER registered for master paper for duplicating purposes,’ and 
MASTERSET registered for paper coated with a transfer medium for du- 
plicating processes,’ as to be likely, when applied to stencils and acces- 
sories for preparing stencils, to cause confusion, mistake or deception of 
purchasers. 

It is not believed that applicant’s mark when applied to its goods so 
resembles MASTERLINE and CLEARMASTER applied to papers as to be likely 
to cause confusion, mistake or deception of purchasers. 

With reference to the registration of mMasTERsSET for paper coated 
with a transfer medium, the mark has a highly suggestive connotation 
when used on the goods. It is common knowledge that in the gelatin type 
of duplication, the coated paper provides the master copy from which the 
medium is set for duplicating. MASTER as applied to applicant’s stencils 
and stencil accessories has no such suggestive connotation. On the record 
here, it is not believed that applicant’s mark, so resembles MASTERSET 
as to be likely, when applied to its goods, to cause confusion, mistake or 
deception of purchasers. 

The Examiner of Trademarks was of the opinion that the term MASTER, 
as used in the printing and duplicating trade, is a common expression 
for describing a product from which duplicate copies may be produced. 
This is no doubt true, but a stencil is not a “master” at the time of pur- 
chase. It is not, and cannot be, a “master” until it has been cut or pre- 
pared for use in the duplicating process; and the record fails to show that 
the word “master” is commonly used even in connection with cut or pre- 
pared stencils. 

According to the record, applicant has used MASTER as a trademark 
for stencils and stencil accessories for almost twenty years. MASTER is the 
distinguishing feature of applicant’s commercial name. The mark MASTER 
is, according to the record, used on accessories or equipment for cutting or 
preparing stencils, as well as on the stencils themselves. Under the cir- 
cumstances of this case, and on the present record, it is concluded that 





1. Reg. No. 368,484, issued June 20, 1939, published in accordance with Sec. 
12(¢c) on June 21, 1949. 

2. Reg. No. 593.140, issued July 27, 1954 on the Supplemental Register. 

3. Reg. No. 385,808 issued March 18, 1941, published in accordance with Sec. 
12(c) on October 26, 1948. 
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the mark sought to be registered functions as an indication of origin, 
and it should be published in accordance with Section 12(a). 
The decision of the Examiner of Trademarks is reversed. 





4 


EX PARTE H. ZUSSMAN & SON COMPANY 


Commissioner of Patents — November 15, 1956 


REGISTRABILITY—PROHIBITED MARKS 


REGISTRABILITY—CONFUSINGLY SIMILAR MARKS 
Application for 4 H’ERS THOROBRED JEANS, as used on jeans, refused; the 
mark creates an immediate association with “4 H Clubs” and hence comprises 
matter which may falsely suggest a connection therewith counter to the prohibition 
of Section 2(a), which determination was wholly apart from the statute prescribing 
criminal penalties for the unauthorized use of certain “4 H Club” symbols. 


Application for trademark registration by H. Zussman & Son Com- 
pany, Serial No. 656,139 filed November 9, 1953. Applicant appeals from 
decision of Examiner of Trademarks refusing registration. Affirmed. 


Edward J. Utz, of Cincinnati, Ohio, for applicant. 


Leeps, Assistant Commissioner. 

An application has been filed to register 4 H’ERS THOROBRED JEANS 
for jeans, use since September 1, 1953 being asserted. 

Registration has been refused on the ground that 4 H’ERS as dis- 
played on the specimens implies a connection with the well-known organ- 
ization, The 4 H Club, and is unregistrable under the provisions of Section 
2(a) of the Trademark Act of 1946; and on the further ground that 
18 U.S.C. 707 prohibits use of 4 H cLUB or any imitation thereof. 

Applicant has appealed. 

The specimens show 4-H as the predominant portion of the mark 
sought to be registered. In addition, they show a ribboned seal featuring 
4 H on each end of the scroll on which the mark is displayed; a picture 
of a young boy with a calf; two matching banners beside the picture, 
respectively displaying AMERICA LOVES JEANS and AMERICA LOVES 4 H’ERS 
BEsT and a symbol at the bottom of the label featuring 4 H’ERs. 

There is no question but that the labels and the mark presented for 
registration create an immediate association with 4 H Clubs. The subject 
matter of the application clearly comprises matter which may falsely 
suggest a connection with the 4 H Clubs, and registration is therefore pro- 
hibited by Section 2(a) of the statute. 

It is true that 18 U.S.C. 707 prohibits use of certain 4 H Club symbols, 
insignia and words, but this section provides criminal penalties requiring 
strict proof of violation. It is neither necessary nor proper for the Patent 
Office to consider the applicability of this section to applicant’s conduct. 
Registration is clearly prohibited by the provision of Section 2(a) of the 
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Trademark Act, and the question of the propriety of use of a symbol, 
insignia or word in violation of 18 U.S.C. 707 is outside the jurisdiction 
of the Patent Office. 

The decision of the Examiner of Trademarks is affirmed in so far as 
his refusal to register is based on Section 2(a) of the Trademark Act 
of 1946. 





EX PARTE NATIONAL STORE FIXTURE & 
EQUIPMENT COMPANY 


Commissioner of Patents — November 16, 1956 


REGISTRABILITY—DESCRIPTIVE TERMS 

Rejection of application for MULTI-UNIT, used in connection with display stands, 
racks, counters and shelving, upon the ground of descriptiveness, reversed; while 
the words might be misdescriptive of fixtures which consist of multiple units capable 
of being joined together to form a multiple unit display, the additional proofs 
on appeal showed that the goods are display units with multiple features for 
multiple uses and, as applied to such goods, the words are suggestive though not 
descriptive for it requires some thought to arrive at a conclusion of just what they 
mean. 


Application for trademark registration by National Store Fixture & 
Equipment Company, Serial No. 658,305 filed December 21, 1953. Ap- 
plicant appeals from decision of Examiner of Trademarks refusing regis- 
tration. Reversed. 


Hoopes, Leonard & Buell, of Pittsburgh, Pennsylvania, for applicant. 


LEEps, Assistant Commissioner. 


An application has been filed to register MULTI-UNIT for display stands, 
racks, counters and shelving, use since December 16, 1952 being assserted. 

Registration has been refused on the ground that the term MULTI-UNIT 
is merely descriptive of the goods and is therefore unregistrable by reason 
of the provision of Section 2(e)(1) of the statute. 

Applicant has appealed. 

The conclusion of the Examiner of Trademarks was based upon the 
following stated rationale: “MULTI is a combining form meaning MANY 
or MULTIPLE. The reasonable meaning and impression which the mark 
MULTI-UNIT would convey to the average person would be merely descrip- 
tive when applied to display stands, racks, counters and shelving con- 
sisting of multiple units which may be joined together to form a multiple- 
unit fixture.” 

During the prosecution of the application before the examiner, ap- 
plicant offered no evidence of any kind to rebut or overcome the exam- 
iner’s reasoning; and on the basis of the record before the examiner, the 
conclusion reached was correct. 
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At the argument on appeal, applicant contended that its products 
were not in fact “multiple units,” and it was recommended that evidence 
in support of the contention be submitted. A short time thereafter, ap- 
plicant filed a brochure which illustrates and explains its display fixtures, 
and it is apparent from this brochure that the produets are display units 
with multiple features for multiple uses and not multiple-unit fixtures. 

MULTI-UNIT is not merely descriptive of display units with multiple 
features for multiple uses. It requires some mental effort to arrive at a 
conclusion as to what the term means. If-it conveys the thought arrived at 
by the examiner, the mark probably has a semblance of misdescriptiveness, 
but it is not deceptively misdescriptive. As used by applicant on its 
products, the mark is suggestive and therefore registrable. 

On the record before the Examiner of Trademarks, his decision is 
affirmed; but on the basis of the record on appeal, the decision of the 
Examiner of Trademarks is reversed. 





EX PARTE CHICK MASTER INCUBATOR COMPANY 


Commissioner of Patents — November 20, 1956 


REGISTRATION PROCEDURE—EVIDENCE 
Statement made by a member of firm that he is familiar with business, that 
trademark has not been used by anyone other than applicant for period of more 
than five years next preceding filing of application, and that applicant’s use has 
been substantially exclusive, is self-serving statement which cannot be considered 
as evidence. 


REGISTRABILITY—CONFUSINGLY SIMILAR MARKS 
CHICK MASTER is confusingly similar to MASTER, both marks being used in 
connection with poultry incubators. 


Application for trademark registration by Chick Master Incubator 
Company, Serial No. 628,193 filed April 17, 1952. Applicant appeals from 
decision of Examiner of Trademarks refusing registration. Affirmed. 


Bosworth & Sessions, of Cleveland, Ohio, for applicant. 


Leeps, Assistant Commissioner. 

An application has been filed to register CHICK MASTER as a secondary 
meaning mark for poultry incubators, use since August of 1939 being 
asserted. 

Registration has been refused on the ground that applicant’s mark 
so resembles MASTER previously registered for incubators, and brooders,’ 
as to be likely, when applied to applicant’s incubators, to cause confusion, 
mistake or deception of purchasers. 


1. Reg. No. 113,736 issued Oct. 31, 1916, renewed once and petition for second 
renewal has been received in the Patent Office. 
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There is no evidence which tends to show that the term presented for 
registration has acquired a secondary meaning. Applicant contends that the 
statement made under oath by a member of the firm that he is familiar 
with the poultry incubator business; that to the best of his knowledge and 
belief CHICK MASTER has not been used by anyone other than applicant 
for a period of more than five years next preceding the filing of the applica- 
tion; and that applicant’s use has been substantially exclusive is evidence 
of distinctiveness. It is not seen how such a self-serving statement made 
in compliance with a Patent Office rule can be considered as evidence, 
particularly in view of the fact that master with the illustrations of baby 
chickens, has been registered since 1916, has been renewed once, and a 
petition for second renewal has been filed during the pendency of this 
appeal. 

On the record here, it seems clear beyond peradventure that ap- 
plicant’s mark so resembles the previously registered mark as to be likely, 
when used on incubators, to cause confusion or mistake of purchasers. 

The decision of the Examiner of Trademarks is affirmed. 


EX PARTE THE H. D. LEE COMPANY, INC. 


Commissioner of Patents — November 20, 1956 


REGISTRABILITY—IN GENERAL 
Subject matter of application, doll wearing miniature of applicant’s clothing 
which is placed on display in direct association with applicant’s products at point 
of sale, is merchandising display for trademark and is not a word, name, symbol 
or device adopted and used by applicant to identify and distinguish its products. 


Application for trademark registration by The H. D. Lee Company, 
Inc., Serial No. 655,840 filed November 4, 1953. Applicant appeals from 
decision of Examiner of Trademarks refusing registration. Affirmed. 


Thomas E. Scofield and Carter H. Kokjer, of Kansas City, Missouri, for 
applicant. 


LeeEps, Assistant Commissioner. 

An application has been filed to register on the Principal Register 
what is described as “a miniature statue of a fanciful person dressed in 
bib overalls, work shirt and work cap” for overalls, overall jackets, work 
and utility shirts and trousers, one-piece work suits, service or shop coats, 
blouses, tool and shop aprons, and shop and uniform caps. Use since 
July of 1921 is asserted. 

Registration has been refused on the ground that the subject matter 
of the application merely serves as an advertising device to depict ap- 
plicant’s products; and being the display itself, the doll does not meet the 
requirements of the statute defining “use in commerce.” 

Applicant has appealed. 
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The subject matter of the application is a bright-faced little doll wear- 
ing a shirt, overalls with the LEE trademark prominently displayed on the 
breast pocket, and a cap with the Lem trademark prominently displayed 
on the front just above the bill. P 

According to the record, the doll is placed on display in direct associ- 
ation with applicant’s LEE products at the point of sale. It does not 
appear that the doll, or any pictorial representation of the doll, is used 
in any other matter. 

The specimens are photographs of the doll with some of applicant’s 
products. 

As was said in Ex Parte Cairns, 107 USPQ 150, 151 (46 TMR 200) 
(Com’r, 1955), “In this case, that which is presented for registration 
is not a marking of any kind—it is not a ‘device’ which is used on the goods 
by placing it in any manner on the goods or their containers or on the 
displays associated therewith or to tags or labels affixed to the goods.” 
The doll is a physical display featuring the LEE trademark for applicant’s 
products and designed to attract the attention of potential purchasers to 
applicant’s overalls, caps, shirts, and other items of apparel. There is 
no question but that the doll is a display associated with the goods, and with 
LEE appearing on the overalls pocket and cap, it would be sufficient to 
qualify as a use of the trademark LEE; but there is found no statutory 
provision for registering a merchandising display in the form of a doll any 
more than any other point of sale merchandising display. 

The subject matter of the application is a merchandising display 
for the trademark LEE, and is not a word, name, symbol or device adopted 
and used by applicant to identify its products and distinguish them from 
those of others. 

The decision of the Examiner of Trademarks is affirmed. 





EX PARTE SPARKS 


Commissioner of Patents — November 20, 1956 


REGISTRABILITY—SERVICE MARKS 
CUSTOM FEATHERED CUT BY MARTHA SPARKS is name of particular style of 
haireut developed by Martha Sparks; Martha Sparks identifies person of applicant 
and represents only her personal services; record fails to show that term is mark 
used in sale or advertising of services rendered in commerce. 


Application for service mark registration by Martha Sparks, Serial 
No. 667,280 filed May 27, 1954. Applicant appeals from decision of 
Examiner of Trademarks refusing registration. Affirmed. 


Barnes & Seed, of Seattle, Washington, for applicant. 
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LreEps, Assistant Commissioner. 

An application has been filed to register as a service mark CUSTOM 
FEATHERED CUT BY MARTHA SPARKS for cutting hair, use since February 2, 
1954 being asserted. 

Registration has been refused on the ground that cUSTOM FEATHERED 
cuT is the name of a particular style of haircut developed by Martha 
Sparks; and MARTHA SPARKS identifies the person of applicant and rep- 
resents only her own personal services. 

Applicant has appealed. 

The specimens are newspaper advertisements showing: 


CUSTOM FEATHERED CUT 
by 
Martha Sparks 
Makes Your Hair Curl 
The Famous 
Martha Sparks 


techniques have been developed to help women to create and care for 
their own hair styles 


Waves and Curls Can Be Developed 
Perhaps you saw Martha Sparks 
do it on KING TV 
Now learn to do it for yourself 
and your daughters. 

Phone MElrose 7595 for information. 


There is no question but that the specimen shows that MARTHA SPARKS 
is an individual; and the advertisement suggests that she, personally, has 
developed techniques to help women care for their own hair. It also sug- 
gests that she has named one of her hair cuts CUSTOM FEATHERED CUT. 

Applicant’s attorney has stated in the brief on appeal that “Appellant 
owns several shops in which services are performed by operators utilizing 
the method perfected by Martha Sparks. That is, operators under the 
supervision of Martha Sparks perform services which in effect are identical 
to services which she herself would perform,” comparing applicant’s ser- 
vices with ELIZABETH ARDEN SALONS and ARTHUR MURRAY DANCE STUDIOS. 
The absence of evidence indicating such to be the case is unexplained. 

On the record here, CUSTOM FEATHERED CUT BY MARTHA SPARKS iden- 
tifies only a type of haircut done personally by an individual named 
Martha Sparks. The record fails to show that it is a mark used in the 
sale or advertising of services rendered in commerce. 

The decision of the Examiner of Trademarks is affirmed. 











268 THE TRADEMARK REPORTER Vol. 47 T.M.R. 


EX PARTE WILSON 
Commissioner of Patents— November 21, 1956 


4 


REGISTRABILITY—CONFUSINGLY SIMILAR MARKS 
Purchasers are likely to believe that CALIFORNIA GIFT olives, honey and dates 
emanate from same source as CALIFORNIA GIFT DATES. 


Application for trademark registration by Charles L. Wilson, Serial 
No. 676,568 filed November 12, 1954. Applicant appeals from decision of 
Examiner of Trademarks refusing registration. Affirmed. 


Herbert C. Schulze, of Riverside, California, for applicant. 


LEEps, Assistant Commissioner. 


An application has been filed to register CALIFORNIA GIFT DATES for 
dates, use since November 1, 1954 being asserted. 

Registration has been refused on the ground that applicant’s mark so 
resembles CALIFORNIA GIFT, previously registered for olives and honey,? 
as to be likely, when applied to dates, to cause confusion or mistake of 
purchasers. 

Applicant has appealed. 


It seems to be applicant’s sole contention that “olives, honey, and dates 
are each within themselves a distinct and particular product which do not 
have characteristics in any manner similar with the exception that each 
is a food,” and therefore the registration of CALIFORNIA qiFrtT for olives and 
honey should not preclude registration of CALIFORNIA GIFT DATES for dates. 
(Obviously, “dates” is the name of the goods and performs no trademark 
function. ) 

It is common knowledge that olives, honey and dates are well-known 
California products. It is also common knowledge that all three are not 
infrequently marketed by a single merchant. Under these circumstances, 
it is inevitable that purchasers are likely to believe that CALIFORNIA GIFT 
olives, honey and dates emanate from the same source. The question 
here is not whether purchasers are likely to confuse olives and honey 
with dates; but it is whether or not purchasers familiar with CALIFORNIA 
Girt olives and honey are likely, upon seeing CALIFORNIA GIFT DATES, to 
think they are another product being sold by the registrant. The answer 
must be in the affirmative. 

The decision of the Examiner of Trademarks is affirmed. 








1. Reg. No. 604,572 issued April 12, 1955. 
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EX PARTE ALLIED CHEMICAL & DYE CORPORATION 


Commissioner of Patents — November 27, 1956 


TRADEMARK ACT OF 1946—REGISTRABILITY—IN GENERAL 

Applicant seeks to register ROOF TOP-Ics for a trade publication and registration 
has been refused on the ground that the mark is merely descriptive when applied 
to applicant’s goods. The record shows that the publications are mimeographed 
announcements directed to “Approved Roofers” setting forth the requirements for 
BARRETT bonded roofs. There is nothing about the publication to identify appli- 
cant’s goods and distinguish them from others since applicant’s goods are roofs 
and items used in the application thereof. The bulletin does not set forth goods 
within the meaning of the act. 

The refusal to register is affirmed. 


Application for trademark registration by Allied Chemical & Dye 
Corporation, Serial No. 673,156 filed September 14, 1954. Applicant ap- 
peals from decision of Examiner of Trademarks refusing registration. 
Affirmed. 


George B. Campbell and I. Harry Rosenberg, of New York, N.Y., for 
applicant. 


Leeps, Assistant Commissioner. 

An application has been filed to register roor Top-ics for a trade 
publication issued from time to time, use since September 8, 1953 being 
asserted. 

Registration has been refused on the ground that the mark presented 
is merely descriptive when applied to applicant’s goods and is therefore 
unregistrable under Section 2(e) of the statute. 

Applicant has appealed. 

The record indicates that a division of applicant sells roofs and bonds 
them under certain circumstances. The specimens are copies of a mimeo- 
graphed announcement directed to “Approved Roofers” setting forth the 
requirements for BARRETT bonded roofs (sold by applicant) on roof insula- 
tion on poured gypsum roof decks. The words roor Top-Ics are printed 
at the top of the page in large block letters over a representation of the 
skyline of New York printed in green. 

These bulletins appear to be sporadically issued, gratuitously dis- 
tributed information and instruction bulletins sent to “approved” roofers 
who apply applicant’s roofs to buildings, and they contain nothing of a 
literary nature or of general reading interest. They are in the category 
described by the Commissioner in Ex parte Wells Lamont Corporation, 
93 USPQ 43, 45 (Com’r, 1952), in which it was said: “They no more con- 
stitute the goods of this applicant than would a counter display sign, a 
newspaper advertisement and other such forms of pure advertising issued 
sporadically as occasion demands for the sole purpose of promoting the 
sale of merchandise.” As was held in that case, the present application 
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satisfies none of the concepts upon which trademark rights are based— 
namely, the adoption and use of a mark to identify applicant’s goods and 
distinguish them from those of others. Applicant’s goods are roofs and 
possibly items used in the application of its roofs, and the words Roor TopP- 
Ics are used on bulletins giving instructions and information to roofers 
about the installation of its roofs. These bulletins do not constitute “goods” 
of applicant within the meaning contemplated by the Trademark Act. 

In view of the foregoing conclusion, it is unnecessary to pass upon 
the descriptiveness or non-descriptiveness of the term ROOF TOP-ICS. 

The decision of the Examiner of Trademarks is affirmed, but for 
the reasons set forth herein. 





EX PARTE ADOLPH GOLDMARK & SONS CORP. 


Commissioner of Patents — November 27, 1956 


TRADEMARK ACT OF 1946—REGISTRABILITY—RELATED COMPANY USE 

Applicant seeks to register MARSHALL’s for canned fish asserting use since 
1888 and registration was refused on the ground that applicant is the United States 
distributor of the goods and therefore not the owner of the mark. But applicant 
urges that it is entitled to the registration as a related company. The evidence 
does not show that applicant controls the nature or quality of the canned fish 
imported from the Scotch company. Therefore applicant is not a related company 
within the meaning of the statute. As a wholesaler of the foreign producer’s goods 
it acquires no trademark rights by which it can qualify as the owner. The refusal 
to register is affirmed. 


Application for trademark registration by Adolph Goldmark & Sons 
Corp., Serial No. 646,035 filed April 27, 1953. Applicant appeals from 
decision of Examiner of Trademarks refusing registration. Affirmed. 


Melvin A. Brandt, of Chicago, Illinois, for applicant. 


Leeps, Assistant Commissioner. 


An application has been filed to register MARSHALL’s for canned fish, 
use since 1888 being asserted. 

Registration has been refused on the ground that the record shows 
applicant to be the distributor in the United States of canned fish prod- 
ucts prepared and marked by Marshall & Co. (Abdn.) Ltd., Aberdeen, 
Scotland, and applicant is therefore not the owner of the mark within 
the meaning of Section 1 of the statute. 

The specimens submitted with the application show “MARSHALL’s Scotch 
KIPPERED HERRINGS—Prepared by MARSHALL & cO. (Abdn.) Ltd., Aberdeen 
Scotland.” 

Applicant admits that it imports the canned fish products from 
Marshall & Co. located in Scotland, but it contends that it is Marshall & 
Co.’s related company in view of a statement apparently signed on behalf 
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of the Scottish company on December 16, 1955. According to this state- 
ment, applicant was an original incorporator of Marshall & Co., Ltd., 
in 1922, and has had an arrangement with the Scottish company since 
1922 (it had a similar arrangement with the predecessor of the Scottish 
company) “to stand in its place and stead and in its own name to hold in 
trust for its own benefit and also for the benefit of said Marshall & Com- 
pany (Aberdeen), Limited, the good will of the business connected with 
the use of the trademark MARSHALL’s upon such goods [canned fish] in 
so far as the commerce between Great Britain and the United States of 
America is concerned”; and “it is not contemplated that such arrange- 
ment with our company will be changed in the forseeable future.” 

For purposes of this case, a “related company” is any person who 
legitimately controls or is controlled by the applicant in respect of the 
nature and quality of the goods in connection with which the mark is used. 
There is nothing in the record which suggests that applicant controls the 
nature or quality of the canned fish which it imports from the Scottish 
company; nor is there anything which suggests that use of the mark by 
the Scottish Company inures to the benefit of applicant. Indeed, the 
reverse appears to be true. Under such circumstances, applicant is not a 
“related company” within the meaning of Section 5 and 45 of the statute. 

Applicant is a distributor in the United States of foreign-produced 
goods bearing the foreign producer’s trademark. It stands in the position 
of a wholesaler, and in such position it acquires no trademark rights by 
which it can qualify as the “owner” within the meaning of Section 1 of 
the statute. Mackie Lovejoy Mfg. Co. v. Birnbaum, 102 USPQ 38 (44 
TMR 1223) (Com’r, 1954); Rimmel, Inc. v. Nelson, 102 USPQ 258 (44 
TMR 1248) (Com’r, 1954); Ex parte EF. Leitz, Inc., 105 USPQ 480, and 
105 USPQ 481 (45 TMR 855, 857) (Com’r, 1955); Roger & Gallet v. 
Janmarie, Inc., 107 USPQ 295 and 109 USPQ 16 (46 TMR 216, 627) 
(Com’r, 1955); and Jean Patou, Inc. v. Lancome, 8.A., 110 USPQ 208 
(46 TMR 1264) (Com’r, 1956). The statement apparently signed on be- 
half of Marshall & Co., Ltd., is insufficient to “confer” ownership upon 
applicant for purposes of registration. 

The decision of the Examiner of Trademarks is affirmed. 


EX PARTE GUY GAUTIER & CO. 


Commissioner of Patents— November 28, 1956 


TRADEMARK ACT OF 1946—REGISTRABILITY—TRADE NAMES 
Applicant seeks to register GUY GAUTIER & CO. for brandy, asserting use in 
France since 1697 and in the United States since 1860 and registration has been 
refused on the ground that its use has been as a trade name. The record shows 
that while GUY GAUTIER & CO. is a commercial name of applicant it also shows that 
applicant is located at Cognac, France and it is believed that purchasers are more 
apt to consider “Cognac” as it appears on the labels to be the name of the product 
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than the postoffice address of applicant. It appears also that there are at least 
three GAUTIER firms in the brandy business in France and under such circumstances 
GUY GAUTIER & CO. is the brand name by which purchasers will distinguish appli- 
cant’s product from those of the other Gautiers. Therefore the name as used by 
applicant identifies its cognac and distinguishes it from like products of others 
and the mark is therefore registrable. r 


Application for trademark registration by Guy Gautier & Co., Serial 
No. 659,057 filed January 6, 1954. Applicant appeals from decision of 
Examiner of Trademarks refusing registration. Reversed. 


Naylor & Neal, of San Francisco, California, for applicant. 


LeeEps, Assistant Commissioner. 

An application has been filed to register Guy GAUTIER & CO. for brandy. 
Use in France since 1697 and in commerce with the United States since 
1860 is asserted. 

Registration has been refused on the ground that GUY GAUTIER & CO. 
is used as a trade name rather than as a trademark to distinguish applicant’s 
goods from those of others. 

Applicant has appealed. 

On February 27, 1934, applicant’s predecessor obtained Reg. No. 
310,406, and this registration was not renewed. The registration showed a 
label identical with that submitted here, together with a neck label show- 
ing GUY GAUTIER & CO. on each end of a scroll effect, the two displays being 
separated by a shield upon which appeared a crest above three stars. 

The specimens submitted in this application are in three panels, the 
top one showing the crest above mentioned centered over the word GAUTIER; 
the large rectangular center panel showing the crest flanked by “Fondee” 
and “En 1697,” below which appears GUY GAUTIER & CO. above “Cognac”; 
and the bottom panel is blank, although it obviously is for the purpose 
of imprinting or overprinting the volume, proof, and the name and address 
of the importer. 

Specimens filed during the prosecution of the application omit the 
top panel, the middle panel is the same, and the bottom panel shows 
“Product of France—4/5 Quart—84 Proof” and the name and address of 
the importer. 

The Examiner of Trademarks was of the opinion that the specimens 
which were before him indicated that GauTiER identifies the product and 
GUY GAUTIER & CO. identifies the producer, citing Ex parte Walker Process 
Equipment Inc., 102 USPQ 443 (45 TMR 320) (aff’d 110 USPQ 41) (46 
TMR 1225) ; Duncan Electric Mfg. Co. v. Marzall, 95 USPQ 242 (42 TMR 
919); In re Lyndale Farm, 88 USPQ 377 (41 TMR 244); Ex parte 
Automatic Scale Company, Inc., 95 USPQ 222; and Ex parte Pink- 
ing Shears Corporation, 104 USPQ 408 (45 TMR 482). In each of these 
cases the name presented for registration was clearly a trade, corporate 
or commercial name used as such in conjunction with the applicant’s post- 
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office address, and in each case it was readily recognizable as the applicant’s 
commercial name. It is observed that in each of the cited cases, with the 
exception of the Duncan Electric Mfg. Co. case, the tribunal held that a 
trade or commercial name may, under proper circumstances, also perform 
the function of a trademark. 





EX PARTE THE A. C. GILBERT COMPANY 


Commissioner of Patents — November 28, 1956 


TRADEMARK ACT OF 1946—REGISTRABILITY—CLASSIFICATION 


REGISTRATION PROCEDURE—APPLICATION 
Applicant seeks to register WHIRLBEATER for kitchen appliances including food 
mixers in Class 23 and registration has been refused on the ground that the goods 
shown are properly classified in Class 21 in applicant’s companion application. The 
record shows that applicant filed two applications covering the identical marks 
and identical goods in Classes 21 and 23. The rules provide for registration in a 
single class, and therefore registration is refused. 


Application for trademark registration by The A. C. Gilbert Company, 
Serial No. 659,471 filed January 14, 1954. Applicant appeals from deci- 
sion of Examiner of Trademarks refusing registration. Affirmed. 


Raymond D. Smith, of Bridgeport, Connecticut, for applicant. 


Leeps, Assistant Commissioner. 

An application has been filed to register WHIRLBEATER for “kitchen 
appliances, namely, domestic food mixers,” in Class 23, use since October 
12, 1945 being asserted. 

Registration has been refused on the ground that the goods shown 
on the facsimiles are properly classified in Class 21 in applicant’s com- 
panion application, Serial No. 657,470, and applicant is therefore seeking 
registration of the identical mark for the identical goods in two different 
classes contrary to established practice. 

Applicant has appealed. 

It appears that on January 14, 1954 applicant filed two applications 
in two different classes to register the identical mark, asserting identical 
dates of use, and it submitted identical photographs of the goods as 
specimens showing identical displays of the mark. The goods in one 
application are identified as “kitchen appliances, namely, domestic food 
mixers” and in the other as “kitchen appliances, namely, electric domestic 
food mixers.” The photographs submitted as specimens show electric food 
mixers. 

The application which identified the goods as “kitchen appliances, 
namely, electric domestic food mixers” has matured into Reg. No. 629,427. 

The purpose of classification is to provide a consistent and orderly 
system which places like products in a single class; and although it is an 
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anomaly to classify electric food mixers in one class and non-electric food 
mixers in another, nevertheless it is established that the identical mark for 
the identical goods should not be registered in more than one class. See: 
Ex parte Homer C. Roberts, 13 USPQ 63 (22 TMR 280) (Com’r, 1932) ; 
Ex parte Q-Tips, Inc., 98 USPQ 362 (44 TMR 105) (Com’r, 1953) ; and 
Ex parte Mead Johnson & Company, 104 USPQ 69 (44 TMR 748) (Com’r, 
1954). 
The decision of the Examiner of Trademarks is affirmed. 





EX PARTE STAHMER, doing business as 
INDUSTRIAL ELECTRICAL WORKS 


Commissioner of Patents — November 28, 1956 


TRADEMARK ACT OF 1946—REGISTRABILITY—IN GENERAL 

Applicant seeks to register a “plurality of holes” extending through potato chips. 
Registration is refused on the ground that the subject matter is not a trademark, 
the perforation in the potato chips being purely functional. The evidence shows that 
applicant has applied for a patent to cover the process, purposes of which were to 
provide a greater flow of cooking oil for more efficient, thorough and rapid cooking. 
The patent subsequently issued and applicant licenses his patent to various potato 
chip manufacturers who make them according to the patent and sell them under 
their own trademarks. The “plurality of holes” is the result of applicant’s patents 
which will be free to all at the expiration of the patent and therefore cannot be 
a trademark identifying the goods of one person and distinguishing them from 
those of others. A patentee will not be permitted to extend his patent rights under 
the guise of trademark protection. Registration is refused. 


Application for trademark registration by Bernhardt Stahmer, doing 
business as Industrial Electrical Works, Serial No. 659,506 filed January 
14, 1954. Applicant appeals from decision of Examiner of Trademarks 
refusing registration. Affirmed. 


Woodling & Krost, of Cleveland, Ohio, for applicant. 


Leeps, Assistant Commissioner. 


An application has been filed to register as a trademark “a plurality 
of holes extending through the potato chips from one opposite side to 
the other, the holes being provided in said potato chips in the process of 
manufacturing the said chips, the representation of the chips themselves 
forming no part of applicant’s mark.” Obviously, the goods identified are 
potato chips. Use since February 28, 1950 is asserted. 

Registration has been refused on the ground that the subject matter 
of the application is not considered to be a trademark, the holes or per- 
forations in the potato chips being solely functional. 

Applicant has appealed. 

The record shows that on May 23, 1949 applicant filed an applica- 
tion for patent for potato chip construction, one of the objects of which 
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was stated to be, “to provide a potato chip having perforations so 
shaped that cooking oil can flow freely therethrough for more efficient, 
thorough and rapid cooking.” Another object was stated to be “to pro- 
vide a potatoe chip as described having perforations where the furrows 
of one side intersect the furrows of the opposite side, the perforations being 
irregular but substantially round, rather than oblong, whereby the potato 
chip is not unduly weakened by its perforations.” A further object was 
stated to be “to provide a potato chip such as can be made by the machine 
described in applicant’s prior patent application titled ‘Eccentric Knife 
Potato Slicer,’ Serial No. 35,611, filed June 28, 1948.”? 

The patent for potato chip construction issued to applicant on Sep- 
tember 30, 1952,? and the two allowed claims refer to “the furrows on 
opposite faces of said chip laterally intersecting each other for providing 
the chip with spaced perforations, said spaced perforations appearing in 
the bottom of said intersecting furrows between said bases and defining 
arcuate intersecting rows across the faces of said chip, thereby avoiding 
straight rows of spaced perforations which would tend to structurally 
weaken the chip.” Claim 2 adds at the end of the statement just quoted, 
“said perforations being substantially circular in shape.” 

It appears from the present application that applicant licenses his 
patents to one or more potato chip manufacturers who make the potato chips 
in accordance with the patents and sell them under their own trademarks. 

It is apparent from the foregoing that the subject matter of the 
application identifies potato chips made in accordance with the applicant’s 
patents, the necessary result of which is to provide “a plurality of holes 
extending through the potato chips from one opposite side to the other, 
the holes being provided in said potato chips in the process of manufac- 
turing the said chips” for the purpose of providing “a potato chip having 
perforations so shaped that cooking oil can flow fully therethrough for 
more efficient, thorough and rapid cooking.” 

The “plurality of holes” in the potato chips is unquestionably the 
necessary result of using applicant’s patents. Upon expiration of the 
patents, use of the machine and construction set forth therein will be free 
to all. Under such circumstances, the subject matter of this application is 
not and cannot be a trademark identifying the goods of one person and dis- 
tinguishing them from those of others; it is the necessary result of using 
the inventions disclosed in applicant’s patents. As was said in Ex parte 
Jongleux & Lundquist, Inc., 101 USPQ 77, 82 (44 TMR 835) (Com’r, 1954), 
“« * * * 4 patentee will not be permitted to claim rights under the guise 
of trademark protection and thereby deprive the public of its right to 
utilize freely and completely a machine [or a construction] on which a 
patent has expired.” 


1. This application matured into Patent No. 2,567,248 on Sept. 11, 1951. 
2. Patent No. 2,612,453. 
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The decision of the Examiner of Trademarks is affirmed, but for the 
reasons stated herein. 





EX PARTE SURFACE CONDUCTION, INC. 


Commissioner of Patents —November 28, 1956 


TRADEMARK ACT OF 1946—REGISTRABILITY—GENERIC TERMS 

Applicant seeks to register G-STRING for micro wave transmission equipment 
and registration was refused on the ground that it is the term used in the industry 
to designate these specific types of goods. The process, a line inexpensive to manu- 
facture and highly efficient, was called by the Signal Corps a G-STRING after the 
inventor’s initials, Dr. Georg Goubau. The inventor assigned all rights under his 
patents to the United States. The evidence does not show that G-STRING is used in 
the communication industry as a generally accepted term designating the goods and 
it therefore distinguishes applicant’s goods and is registrable. 


Application for trademark registration by Surface Conduction, Inc., 
Serial No. 646,633 filed May 7, 1953. Applicant appeals from decision 
of Examiner of Trademarks refusing registration. Reversed. 


Theodore Hafner, of New York, N.Y., for applicant. 


LEeEps, Assistant Commissioner. 

An application has been filed to register a-strING for micro wave 
transmission equipment and accessories, use since May 1, 1952 being 
asserted. 

Registration has been refused on the ground that the term G-STRING 
is generic and/or so widely used in the communications industry as to 
have become generally accepted as a term designating the specific type 
of goods set forth in this application.” 

Applicant has appealed. 

The mark for which registration is sought was published in accordance 
with Section 12(a) on February 9, 1954. An opposition was filed by 
Radio-Electronics-Television Manufacturers’ Association, but the opposi- 
tion was withdrawn by the potential opposer before the proceeding was 
instituted. The Examiner of Trademarks thereafter obtained jurisdiction 
of the application for the purpose of refusing registration on the ground 
above stated. The basis of the refusal appears to be a news report, pub- 
lished on March 9, 1950, about the annual meeting of the Institute of Radio 
Engineers, a copy of which was attached to the opposition papers. This 
announcement read in part as follows: 


“The line, which is simple, highly efficient, and costs little to 
manufacture, promises to open up wholly new possibilities in micro 
waves and home television. It is a single wire with special insulation 
and funnel-shaped terminals. 

“Inventor of the line is 43-year-old Dr. Georg Goubau of the 
Signal Corps Engineering Laboratories, Fort Monmouth, New Jersey, 
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who presented a paper to the IRE entitled ‘Surface Wave Trans- 
mission Line.’ 

“The Signal Corps, which calls the device a G-STRING after the 
inventor’s initials, expects it to bring important improvements to radar 
operation by the elimination of bulky wave guides. 

“The G-STRING also makes practical, engineers said, the develop- 
ment of a videophone * * * .” 


It is noted that the reference in the news article is to the product 
developed by applicant’s predecessor. 

On January 23, 1952, the inventor, Dr. Goubau, granted to the United 
States, as represented by the Secretary of the Army, irrevocable control 
of the prosecution of his application for patent' and an irrevocable, royalty- 
free, nonexclusive license respecting the invention disclosed by the patent 
application. On December 3, 1952, the inventor assigned all of his rights 
in his invention disclosed in the patent application, excluding those granted 
to the United States, to the applicant here. 

There is nothing in the record which supports a finding that q-sTRING 
is used in the communications industry as a generally accepted term des- 
ignating the specific type of goods set forth in the application. The Exam- 
iner of Trademarks was clearly in error in basing a finding of common 
use as a term designating the goods on a single reference in the press. 

The record fails to show that G-sTRING is anything other than a mark 
used by applicant to identify its micro wave transmission equipment and 
to distinguish it from like products of others. It is therefore registrable 
and registration should be issued forthwith. 

The decision of the Examiner of Trademarks is reversed. 





EX PARTE KTTV INC. 


Commissioner of Patents — November 29, 1956 


TRADEMARK ACT OF 1946—REGISTRABILITY—SLOGANS 
TRADEMARK ACT OF 1946—REGISTRABILITY—SERVICE MARKS 

Applicant seeks to register the slogan THAT GOOD LOOKING CHANNEL ELEVEN! as 
a service mark for television broadcasting services and registration has been refused 
on the grounds that it is no proper subject matter for a trademark and because it is 
possible that channel designation eleven may be revoked by the Federal Communica- 
tions Commission. The sole question is whether the slogan identifies applicant’s 
television services from those of others. 

The record shows that applicant has spent substantial sums of money featuring 
the slogan as part of its advertising promotion in newspapers, magazines and on 
television and it therefore appears that the slogan has been used so as to identify 
applicant and distinguish it from those of others and is therefore registrable. 
Possible revocation by the Federal Communications Commission should not be the 
subject of speculation by the Patent Office. 


1. Serial No. 151,025, issued July 27, 1954 as Patent No. 2,685,068. 
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Application for service mark registration by KTTV Inc., Serial No. 
676,120 filed November 5, 1954. Applicant appeals from decision of Exam- 
iner of Trademarks refusing registration. Reversed. 


Thomas P. Mahoney, of Los Angeles, California, for applicant. 


Leeps, Assistant Commissioner. 

An application has been filed to register the slogan THAT GOOD LOOKING 
CHANNEL ELEVEN! as a service mark for television broadcasting services, 
use since January 5, 1953 being asserted. 

Registration has been refused on the ground that “the channel desig- 
nation is the essential feature of the mark and the feature which persons 
are most likely to remember as a designation of origin. Since the channel 
designation is issued by the Federal Communications Commission on a 
revocable basis, it is not believed to constitute subject matter for adoption 
and use as the primary feature of the mark.” . 

Applicant has appealed. 

The question presented here is the same as in other applications to 
register slogans as service marks, namely, does the slogan identify appli- 
eant’s television broadcasting services and distinguish them from those of 
others? 

It appears from the record that applicant has included the slogan 
as a part of its advertising promotion in newspapers, magazines, on 
posters and other promotional material at a cost of more than $390,000; 
it has used the slogan in more than 250 slides televised in more than 
3,930 on-the-air spot announcements; its announcers use the slogan more 
than fifteen times daily both in on-camera and off-camera audio announce- 
ments; and it estimates that a total of at least $1,500,000 have been spent 
in promoting the slogan as an identification of its services. The record 
also shows that the slogan is used by applicant in connection with the 
sale of time and programs for television broadcasting. 

The record leads to a conclusion that the slogan has been so used by 
applicant in connection with the sale and advertising of its television 
broadcasting services as to identify them and distinguish them from those 
of others. It is therefore registrable. 

It is not necessary to consider the effect of the possible revocation 
at some future time of the channel designation by the Federal Com- 
munications Commission. In determining registrability of a mark, the 
Patent Office should not speculate about possible nonuse—voluntary or 
involuntary—of the mark in the future. If registration is not: precluded 
by the provisions of Section 2 of the statute or by any other Federal statute 
and the subject matter of an application is found to identify and dis- 
tinguish an applicant’s goods or services, the mark should be registered. 

The decision of the Examiner of Trademarks is reversed, and the 
mark should be published in accordance with Section 12(a). 
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EX PARTE ADVERTISING SPECIALTY 
NATIONAL ASSOCIATION 


Commissioner of Patents — November 30, 1956 


TRADEMARK ACT OF 1946—REGISTRABILITY—SERVICE MARKS 
The monogram showing AS above NA followed by CALENDAR GIRL above 
OF THE YEAR as a service mark for sales promotion of goods and services of 
members of applicant’s association through regional and national beauty contests 
is not registrable as a service mark since it does not function as a service mark 
to identify the services of applicant but merely serves as the name of a contest. 


Application for service mark registration by Advertising Specialty 
National Association, Serial No. 675,949 filed November 3, 1954. Applicant 
appeals from decision of Examiner of Trademarks refusing registration. 
Affirmed. 


Lancaster, Allwine & Rommel, of Washington, D.C., for applicant. 


Leeps, Assistant Commissioner. 


An application has been filed to register a kind of monogram show- 
ing as followed by CALENDAR GIRL as a service mark for “sales promotions 


NA OF THE YEAR 
of goods and services of members of applicant association through the 


medium of regional and national contests, based on beauty, in which girls 
are participants.” Use since August 1, 1954, is asserted. 

Registration has been refused on the ground that the subject matter of 
the application merely identifies a contest and does not function as a 
mark to identify and distinguish the claimed services. 

Applicant has appealed. 

It appears from the record that applicant is a national trade associa- 
tion of the advertising specialty business. “Advertising specialties” are, 
according to the record, “items which are imprinted with the name and 
selling message of the advertiser. They are given as presents. Such items 
include calendars, pencils, memo books, thermometers and key chains.” 
Applicant, being the trade association of those engaged in making and 
selling advertising specialties, distributes to its members booklets, bulletins 
and brochures dealing with the more effective sale of the products of its 
members; it assembles and distributes to its members trade information 
concerning advertising specialties; and it conducts spring and fall trade 
shows and conventions of its members. 

The record indicates that applicant annually conducts a CALENDAR 
GIRL OF THE YEAR contest. The members of applicant who manufacture 
calendars are requested each year to submit their current calendars, 
or photographs or painted portraits from which the calendar picture 
was reproduced, to applicant, together with the name, address and tele- 
phone number of the model and the name, address and telephone number 
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of the photographer or artist. An impartial group of experts in the fields 
of advertising art and entertainment selects the CALENDAR GIRL OF THE 
YEAR from the entries submitted, and at applicant’s annual fall fair the 
model who posed for the winning calendar selected by the group is per- 
sonally “crowned,” and the name of the manufacturer of the calendar 
is publicized at that time as having published the calendar featuring the 
winner. 

The manufacturer of the winning calendar apparently may then 
advise advertisers who are potential purchasers of his calendars that his 
calendar was the winner of the contest and the model was named CALENDAR 
GIRL OF THE YEAR. 

From the foregoing it is clearly apparent that as CALENDAR GIRL 

NA OF THE YEAR 
does not identify or distinguish the services which applicant renders to 
its members nor the services set forth in the application. It is used as 
the name of a contest which applicant conducts among its calendar manu- 
facturer members; and CALENDAR GIRL OF THE YEAR is used as a part of 
the publicity promotion for the annual fall fair which applicant sponsors. 
The subject matter of the application is not a word, name, symbol or 
device adopted by applicant to identify its services and distinguish them 
from those of others. It is not a service mark. 

The decision of the Examiner of Trademarks is affirmed. 





EX PARTE BOURNS, doing business as BOURNS 
LABORATORIES, assignor to BOURNS LABORATORIES, INC. 


Commissioner of Patents-— November 30, 1956 


TRADEMARK ACT OF 1946—REGISTRABILITY—PACKAGES AND CONFIGURATIONS 
Applicant seeks to register on the Supplemental Register a nameplate in the 
form of a metal wrapping which is attached to a potentiometer. The evidence shows 
that the nameplate bears the marks BOURNS and TRIMPOT and that the nameplate 
does not serve as a trademark or that it is capable of distinguishing applicant’s 
goods and therefore registration is refused. 


Application for trademark registration by Marlan E. Bourns, doing 
business as Bourns Laboratories, Inc., Serial No. 658,573 filed December 28, 
1953. Applicant appeals from decision of Examiner of Trademarks re- 
fusing registration. Affirmed. 


Herbert E. Kidder, of Riverside, California, and Raymond W. Colton, 
of Washington, D.C., for applicant. 


Leeps, Assistant Commissioner. 


An application has been filed to register on the Supplemental Reg- 
ister what was at one point during the prosecution described as “the 
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elongated body of rectangular cross-section, wherein a sheet metal cover 
is wrapped around three sides and is secured to the body by tubular eyelets 
adjacent the ends of the instrument, and with an adjusting screw head pro- 
jecting from one end,” for miniature screw-adjusted potentiometers. Use 
since September 24, 1952 is asserted. 

Registration has been refused on the ground that there are no iden- 
tifying features of applicant’s configuration which are so unlike the fea- 
tures of other potentiometers in the industry as to be capable of dis- 
tinguishing applicant’s goods. 

Applicant has appealed. 

The specimens submitted with the application include a sample potenti- 
ometer which is a small parallelopipedon marked with the trademark 
TRIMPOT and the commercial name BOURNS LABORATORIES. The drawing 
consists of four figures showing the potentiometer from different angles 
with no trademarks or other printed matter appearing thereon, and re- 
sembles the drawing ordinarily submitted with an application for design 
patent. In fact, it is, for all practical purposes, the same as was submitted 
in a pending design application. 

Applicant states in his brief: “The distinguishing characteristic of 
the design is its long slender parallelopipedon body of dark plastic, with 
a U-shaped cover of contrasting white metal which covers the major 
portion of three sides of the body, while exposing substantially uniform 
marginal portions thereof. On opposite sides of the body at the corners 
of the sheet metal cover are tubular eyelets; while an adjusting screw 
head projects from one end of the body, and terminal wires extend from 
the other end thereof.” During the prosecution of the application, applicant 
stated, “Bourns Laboratories was the first manufacturer in the industry 
to offer a potentiometer of the type shown in the application drawing, 
and for more than a year the design was exclusive with Bourns Labora- 
tories.” At another point he stated, “Applicant does not claim an exclu- 
sive right to the use of a parallelopipedon configuration for poten- 
tiometers.” 

Although it is not too clear, apparently applicant seeks to register 
a metal wrapping secured to three sides of a small potentiometer by an 
eyelet at each end and a screw head projecting from one end of the 
potentiometer. The foregoing description of the subject matter of the 
application illustrates the incongruity of applicant’s claim that what is 
presented is a trademark. The metal wrapping, irrespective of the method 
of attaching it to the potentiometer, so far as appearance is concerned, 
merely forms a bright background for the trademarks BOURNS and TRIMPOT 
and for other informational material. The screw head projecting from 
one end of the potentiometer is apparently the head of the adjustment 
screw and serves a functional purpose. 

Potentiometers are not purchased by a metal wrapping on three sides 
and a screw head projecting from one end. The applicant’s potentiometers 
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are undoubtedly purchased by the mark BouRNs or the mark TRIMPOT—no 
matter how they are wrapped and no matter what shape they are. 

The subject matter is not a trademark; and it is not anything else 
which is set forth as comprising a mark for purposes of registration on the 
Supplemental Register. What applicant seeks to ‘register is the position 
and location of a nameplate. There is nothing in the record which would 
support a finding that the subject matter is capable of distinguishing 
applicant’s goods. 

The decision of the Examiner of Trademarks is affirmed. 





EX PARTE THE DOT LINE COMPANY, assignor to 
THE CONTINENTAL ELASTIC CORPORATION 


Commissioner of Patents — November 30, 1956 


TRADEMARK AcT OF 1946—REGISTRABILITY—SLOGANS 
Applicant seeks to register IT’S COSMANIZED! for fishing lines. Since the record 
shows that COSMANIZED means that the line is lubricated by an exclusive process of 
applicant and is made up of the surnames of the partners, it is apparent that this 
trade slogan does serve to identify applicant’s goods and distinguish them from 
others and therefore registration will be permitted. 


Application for trademark registration by The Dot Line Company, 
assignor to The Continental Elastic Corporation, Serial No. 633,197 filed 
July 29, 1952. Applicant appeals from decision of Examiner of Trade- 
marks refusing registration. Reversed. 


Dean, Fairbank & Hirsch, of New York, N.Y., for applicant. 


Leeps, Assistant Commissioner. 

An application has been filed to register 1T’s COSMANIZED! for fishlines, 
use since February 1, 1952 being asserted. 

Registration has been refused on the ground that the term It’s 
COSMANIZED! as used on the specimens serves merely in an informational 
capacity and advises purchasers that applicant’s fishlines have undergone 
a process or treatment wherein a secret lubricant has been worked into 
the lines resulting in a small diameter line of high strength which gives 
friction-free action for smoother and longer casts. 

Applicant has appealed. 

The specimens filed with the application are cards on which applicant’s 
fishlines are laced. In the center of the card is a large yellow dot on which 
appears GOLDEN DOT NYLON FISHING LINEs and above which appears “It’s 
Cosmanized!” On the back of the card there is certain information printed, 
including: 


“COSMANIZED means smaller, more even diameter—unmatched 
strength-for-size * * *. 
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“COSMANIZED means it’s lubricated by an exclusive process—a 
secret lubricant is worked into the line. The result—a friction-free 
action on guides and tip-top for smoother and longer casts * * * and 
Longer Life. 


“COSMANIZED means no water-logging—therefore, no drying is 
needed * * * .” 


It is obvious that the word COSMANIZED is made up of the surname 
of the partners of applicant (Cosman); and the suffix “ized” meaning 
subjected to the action, treatment or process denoted by the root—in this 
ease, the root is “Cosman.” 

The phrase IT’s COSMANIZED! is not what is generally regarded as a 
trademark—but it is a trade slogan used in connection with the goods. 
It may, as the examiner stated, serve in an informational capacity, in a 
sense, by reason of the nature of use, but the primary question is: “Does 
the trade slogan identify applicant’s goods and distinguish them from those 
of others?” If so, it is a trade slogan which functions as a trademark. 
The nature of the word COSMANIZED and its direct association with the 
surname of the members of applicant partnership leads to the conclusion 
that the slogan IT’s COSMANIZED! does identify applicant’s fishlines and 
distinguish them from those of others. 

The decision of the Examiner of Trademarks is reversed, and the 
mark should be published in accordance with Section 12(a). 





EX PARTE THE PENNZOIL COMPANY, assignor to 
SOUTH PENN OIL COMPANY 


Commissioner of Patents —November 30, 1956 


TRADEMARK AcT OF 1946—REGISTRABILITY—PACKAGES AND CONFIGURATIONS 

Applicant seeks to register on the Principal Register the facsimile of the face 
of a lithographed can used for motor lubricating oil and registration is refused on 
the ground that the subject matter is merely the dress of the goods. Since the 
explanatory material appearing on the face of the can is unregistrable on the 
Principal Register, applicant is seeking to register the color scheme and arrange- 
ment of text used by applicant, and its related company, for displaying its reg- 
istered mark and explanatory material. 

While many advertisers feature a picture of the product in their advertising 
it is not the picture which identifies and distinguishes the goods but the trademark: 
viz. PENNZOIL, and the package is merely the medium for displaying the mark, 
therefore registration on the Principal Register is refused. 


REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—DRESS OF GOODS 
Courts often enjoin imitation based on similarity of dress of goods but the 
basis of such protection is unfair competition and not trademark infringement. 


Application for trademark registration by The Pennzoil Company, 
assignor to South Penn Oil Company, Serial No. 672,092 filed August 23, 
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1954. Applicant appeals from decision of Examiner of Trademarks refusing 
registration. Affirmed. 


John 8. Powers, of Buffalo, N.Y., for applicant. 


4 


Leeps, Assistant Commissioner. 

An application has been filed to register on the Principal Register 
the facsimile of the face of a lithographed can used for motor lubricating 
oil, use since January 1, 1935 being asserted. 

Registration has been refused on the ground that the subject matter 
of the application is merely the dress of the goods, and, as such, it is a 
label within the meaning of Section 23 of the statute, but it is not a 
trademark within the meaning of Section 2. 

Applicant has appealed. 

The drawing shows the following words, symbols and letters in red 
or black on a yellow background: Safe Lubrication—PENNzomL—a picture 
of the Liberty Bell—rue ToucH-riLM—Motor Oil—100% Pure Pennsyl- 
vania—with approved additive—Guaranteed to contain 1 U.S. Quart— 
.9463 liter—.8527 Imperial quart—Filled and Sealed by The Pennzoil 
Company Refineries, Oil City, Pa—-Member Penn. Grade Crude Oil Assn. 
Permit No. 2; and a seal displaying Guaranteed by The Pennzoil Com- 
pany—Supreme Quality—100% Pure Pennsylvania Oil with approved 
additive. 

The identical subject matter is registered on the Supplemental Reg- 
ister. Also, the mark PENNZOIL is registered to applicant’s related com- 
pany for lubricants ;? PENNzOIL superimposed upon a picture of the Liberty 
Bell is registered to applicant’s related company for motor fuel oils and 
lubricant oils and greases ;* and THE TOUGH-FILM is registered to applicant 
for motor lubricating oil.* Obviously, the explanatory material appearing 
on the face of the can is unregistrable on the Principal Register. It ap- 
pears, then, that the subject matter of the application comprises merely 
the color scheme and arrangement of text of the medium or vehicle used 
by applicant for displaying its (and its related company’s) registered marks 
and explanatory material. 

It seems to be applicant’s contention that its wide advertising of 
PENNZOIL motor lubricating oil in which cans of the product are pictured, 
and its success in stopping deceptive imitations of the face of the can 
have created the stature of a trademark for the color scheme and arrange- 
ment of trademarks and text material on the face of the can. 

It is not uncommon for advertisers in advertising their trademarked 
products to show pictures of the packages containing the product; and 


1. Reg. No. 513.229, issued Aug. 2, 1949. 

2. Reg. No. 111,759, issued Aug. 1, 1916, renewed twice, published in accordance 
with 12(c) on June 22, 1948, and affidavits filed in accordance with Sec. 8 and Sec. 15. 

3. Reg. No. 248,431, issued Oct. 23, 1928, renewed, published in accordance with 
Sec. a on July 13, 1948, and affidavits filed in accordance with Sec. 8 and Sec. 15. 

4. Reg. No. 546,521, issued Aug. 14, 1951. 
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while such practice may well result in customer recognition of package 
and label design, nevertheless it is the trademark by which customers 
purchase the product—in this case PENNzOIL, the picture of the Liberty 
Bell, and THE TOUGH-FILM—and the package or label is merely the medium 
or vehicle for displaying the trademarks.® It is not the trademark itself 
any more than was the display in Ex parte Cairns, 107 USPQ 150 (46 
TMR 200) (Com’r, 1955), or in Ex parte The H. D. Lee Company, Inc., 
111 USPQ 312 (47 TMR 265) (Com’r, 1956). 

With reference to the imitators referred to by applicant, one was 
using LIBERTY, another was using PENVOIL, another was using TERRY’s 
PENN-OIL, and another was using PENN-BEE. Each of the imitators used 
a color scheme and arrangement of text material and mark on its can 
or label in simulation of applicant’s. The courts have not been loath to 
enjoin imitation of a label when such imitation is likely to result in con- 
sumer deception or mistake, but the basis of injunction in such cases is 
unfair competition and not trademark infringement. See: My-T-Fine 
Corp. v. Samuels, 69 F.2d 76, 21 USPQ 94 (24 TMR 141) (CA 2, 1934); 
Wm. Wrigley, Jr., Co. v. Colker, 245 F. 907 (8 TMR 55) (E.D. Ky., 1914) ; 
Helmet Co. v. Wm. Wrigley, Jr., Co., 245 F. 824 (8 TMR 1) (CA 6, 1917) ; 
Chesebrough Mfg. Co. v. Old Gold Chemical Co., Inc., 70 F.2d 383, 21 
USPQ 304 (24 TMR 149) (CA 6, 1934); Anderson Co. v. Welworth 
Automotive Corp., 46 F.2d 696, 8 USPQ 269 (21 TMR 622) (E.D. N.Y., 
1931) ; O. K. Jelks & Son v. Tom Huston Peanut Co., 52 F.2d 4, 10 USPQ 
121 (CA 5, 1931) ; Martini &@ Rossi v. Consumers Products, 57 F.2d 599, 
10 USPQ 156 (21 TMR 509), affirmed at page 600 (E.D. N.Y., 1931, CA 2, 
1932). 

Applicant is unquestionably entitled to be protected from another’s 
imitation of the subject matter of this application when the result is likely 
to be customer deception or mistake, because such imitation constitutes 
unfair competition. The legislative history® of the Trademark Act of 
1946 indicates that Section 23 was intended to provide for registration 
of matter which would be entitled to protection from unfair competition 
in this country, but which would receive no protection, in the absence 
of a registration, in those countries which have no common law basis for 
suppression of unfair competition.’ The subject matter of this application 
is registrable only on the Supplemental Register ; and it has been registered 
there since 1949. 

The decision of the Examiner of Trademarks is affirmed. 


5. It is noted that an affidavit executed by applicant’s vice-president states that 
applicant “adopted for the display and advertising of said trademark a color combina- 
tion embodying a yellow field,” ete. 

6. House Hearings, H.R. 4744, 76th Cong. 1st Session, pp. 125-137; House Hear- 
ings, H.R. 102, H.R. 5461 and S. 895, 77th Cong. 1st Session, pp. 188 and 241. 

7. See: Ex parte Caron Corporation, 100 USPQ 356 (44 TMR 336) (Com’r, 
1954). 
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